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HERE is much good news for policy- 
holders in the 1945 record of the 
Metropolitan Life Insurance Company. 


Payments to policyholders and their 
beneficiaries reached a new all-time 
high of $623,000,000. 


Mortality among policyholders, ex- 
cluding war deaths, was the lowest on 
record. The yield on the Company’s in- 
vestments followed the general trend 
and declined somewhat. The Company 
had asset gains which made it possible 
to revise policy and annuity reserves 
so as to reflect lower interest earnings. 
Scales of dividends to policyholders 
were maintained, and in some cases 
slightly increased. 


What’s New at Metropolitan? 


Unassigned surplus funds at the year 
end amounted to $448,600,000. In ad- 
dition the Company had special sur- 
plus funds of $109,400,000, of which 
$95,100,000 represented a special re- 
serve for possible loss or fluctuation in 
the value of investments and $14,300,- 
000 a Group Insurance reserve for epi- 
demics, etc. These funds represent an 
extra cushion of safety for policyholders. 


In its report to policyholders for 
1945, Metropolitan provides answers to 
many of the questions a policyholder 
would be likely to ask if he could make 
a personal visit to the Company. Among 
questions answered, for example, are... 


Were there many extra claim pay- 
ments last year due to the war? 


Would longer life for policyholders 
reduce the cost of Life Insurance? 


In what types of investments did the 
Company put its money? 


What does the Company advise 
about National Service Life !nsur. 
ance? 


In addition to answering these and 
many other questions, the report ives 
a financial summary of the Comp: :ny’s 
operations during 1945. Whether o- not 
you are a policyholder, you will find 
this report interesting and informa ‘ive. 
To get a copy, just write and ask for 
the Company’s annual report entiiled, 
“What’s New at Metropolitan?” 








Policy Reserves Required by Law. 


future policy benefits. 


in the future. 


Reserved for Dividends to Policyholders 


eligible to receive them. 


Other Policy Obligations. 


OBLIGATIONS TO POLICYHOLDERS, BENEFICIARIES, AND OTHERS 


This amount, together with future premiums and 
interest, is required to assure payment of all 


Policy Proceeds and Dividends Held at Interest. 
These are funds left with the Company to be paid 


BUSINESS REPORT FOR 1945 


In accordance with the Annual Statement as of December 31 


- $6,400,802,374.47 


Other Bonds. 


Provincial, State, and Municipal 


Railroad . 


342,073,866.83 Public Utilities . 


Stocks. 


All but $4, 076, 225. 49 ¢ are Preferred or ‘Guaranteed. 


. First Mortgage Loans on one oo 
Set aside for payment in 1946 to those policyholders Farms . : $ 


123,338,706.00 


Other Property 


Loans on Policies . 
67,108,358.06 


, 1945, filed with the New York State Insurance Department. 
ASSETS WHICH ASSURE FULFILLMENT OF OBLIGATIONS 


National Government Securities . 
United States and Canadian. 


Industrial and Miscellaneous 


. $3,901,918,692.03 


i ves e > 1, ¢29j388,06657 
$ 92,780,754.21 
584,361,368.30 
656,189,313.94 
396,006,750.12 


114,550,034.03 


. 870,363,554.77 
86,606,570.02 
783,756,984.75 


343,512,038.44 








Claims in process of settlement, estimated claims not 
yet reported, premiums received in advance, etc. 


TaxesAccrued. . 
Includes estimated amount of taxes payable ir in 1946 
on the business of 1945. 


Contingency Reserve for Mortgage Loans. . . 


Miscellaneous Liabilities . ...... 
TOTAL OBLIGATIONS . . « «© «© « 


20,019,592.00 


21,000,000.00 


29,587,557.57 


- $7,003,930,454.93 


Made to policyholders on the security of their 
policies. 

Real Estate Owned 

Includes $39,300,334. 74 real estate under contract 
of sale and $147,436,299.08 Housing Projects 
and real estate for Company use. 

Cash . 

Deposited i in banks, i in transit, or on 1 hand. 

Other Assets . 

Premiums due and deferred, interest and ‘rents due 
and accrued, etc. 


TOTAL ASSETS TO MEET OBLIGATIONS 


259,557,120.46 


175,687,154.11 


167,070,489.96 


- $7,561,997,270.37 


Thus, Assets exceed Obligations by $558,066,815.44. This safety fund, representing about 8% of the obligations, serves as a cushion against 
possible unfavorable experience and gives extra assurance that all policy benefits will be paid in full as they fall due. This fund is made up of: 


A Special Surplus Fund (including $95,112,000.00 for possible loss or fluctuation in the value of investments) 


Unassigned Funds (Surplus) 


$109,422,000.00 
448,644,815.44 


NOTE:~—Assets carried at $360,747,351.78 in the above statement are deposited with various public officials under require- 
ments of law or regulatory authority. Canadian business embraced in this statement is reported on basis of par of exchange. 


Life Insurance in Force, End of 1945 


HIGHLIGHTS OF 1945 OPERATIONS 


$31,261,969,817 
Amount Paid to Policyholders During 1945 . 


Paid-for Life Insurance Issued During 1945 . . 
$623,443,185.86 


- $2,143,423,150 
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Favoured Ghrough 
@he Centuries 


The rich, mellow rums of 
Jamaica have been the criterion 
by which all rums have been 
judged not for years but for 
centuries. Since 1661, when 
Jamaica’s first regulatory law 
was enacted, Jamaica Rums 
have had to meet the world’s 
most exacting standards. 
The painstaking pot still pro- 
cess which through the years 
has defied duplication by mass 
production methods is retained 
augmented by all the British 
Empire’s cherished traditions 
of superior quality and superb 
craftsmanship. That's why, 
when rum is called for, you 
can't go wrong if—regardless 
of brand-- you insist on genuine 


JAMAICA 
RUMS 


PICTURED ABOVE--The Jamaica High- 
ball, perennial favourite of connoisseurs. 
A generous portion of Jamaica Rum, 
plenty of ice and fill with soda—a simple 
recipe with a sensational payoff ! 


THE SUGAR MANUFACTURERS’ ASSOCIATION 
(OF JAMAICA). LTo., KINGSTON, JAMAICA, B Wt 
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Styrene stripping columns in co-polymer the deficiency in the natural product. Syn- 
plants manufacturing synthetic rubber. Born thetic rubber, however, complements natural 
of wartime necessity, synthetic rubber will crude rubber—does not displace it—but for 
play an important post-war role in supplying some uses it has been found superior 
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The Trend of Events 


FUTURE OF OPA... Born of wartime necessity and 
scheduled to expire June 30th, next, OPA is certain 
to get an extended lease on life. The end of the war 
did not end the need for official machinery to control 
prices. Almost everyone who rents a home, buys food, 
and wears clothes is for it, even though admitting 
that the present setup of OPA falls somewhat short 
of perfection as a means of arresting the forces of 
inflation. Without OPA the cost of living would 
have been much higher than it is. Hearings now 
being conducted in Washington will doubtless result 
in some modification in the scope and powers of OPA 
but not to an extent likely to seriously vitiate its 
effectivness. 

Out of the welter of controversial testimony being 
heard by Congressional committees, one fact clearly 
emerges. No judicious and foresighted industrialist 
or business executive has urged the complete re- 
linquishment of all controls on prices. Demands for 
the complete extinction of OPA have come chiefly 
from organized pressure groups, grinding their own 
particular axes. These groups would willingly risk 
chaotic inflation in the hope of obtaining advantages 
temporarily profitable to themselves. To remove 
every vestige of price control at a time when the vast 
array of goods wanted by everyone is in short 
supply would open up a veritable Pandora’s box of 
inflationary evils. To cite only a single example, 
R. J. Thomas, president of the United Automobile 
Workers, C.1.0., has stated that recent wage grants 
are only a “down payment” and goes on to charge 
that corporate interests were conspiring to “.. . 
rob us by price increases of what they have given 
by wage increases.” Mr. Thomas is facing a hard 
fight to retain the presidency of his union, against 
his rival, Walter Reuther, and his remarks bear the 





mark of political expediency, but they nevertheless 
serve to point up the extent to which an uncontrolled 
price structure, in advance of full production, would 
set in motion the inflationary spiral of higher wages, 
higher costs, higher prices. 

The opponents of OPA argue that it is the big 
stumbling block in the path of production and, by 
their arbitrary rulings, its administrators are pre- 
venting sorely needed goods from reaching the 
hands of buyers. But the OPA itself is quietly but 
effectively taking a lot of the force out of these 
arguments. OPA Administrator Porter has in effect 
stated that price control will be most rigorous only 
in the direction of those items which figure heavily 
in the cost of living—food, rent, and clothing. OPA 
is granting price increases on a growing list of 
items, and controls on thousands of others will 
shortly be dropped completely. True, many of 
these are minor consumer durable products. But 
the action of OPA in this respect suggests that it is 
moving toward a more realistic administration, and 
shows a willingness to relinquish its powers wherever 
justified. In the near future ceilings will in all prob- 
ability be removed from poultry, cigars and cigar- 
ettes and petroleum products, as well as an extensive 
list of heavy industrial durable goods and parts. 

Granted that the timing of these moves is cal- 
culated to encourage Congressional good will, they 
also suggest that OPA in the future may become less 
and less a bureaucratic bugbear, stubbornly stand- 
ing on its arbitrary ground, and more and more a 
realistic and effective influence in maintaining a 
sound balance in our national economy. 


BUSINESS BORROWS... Both significant and sur- 


prising ‘has been the substantial rise in bank 
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loans since the surrender of Japan. Over the past 
six months there has been an increase of more than 
$2,000,000,000 in the loans made by reporting 
member banks of the Federal Reserve System. The 
gain in loans made by all banks has been corres- 
pondingly greater. 

The financial position of business and industry 
has never been stronger. Annual reports of lead- 
ing corporations now being issued reveal, almost 
without exception, sizeable reservoirs of cash and 
securities and a generally well supplied inventory 
position. The trend toward building up large cash 
balances and other liquid assets has been in progress 
for some time now and has led to the belief that 
industry as a whole would in the future be much 
less dependent upon banks to supply their short 
term needs. 

The fact that most of the increase in bank loans 
since V-J Day has been made in loans to commercial, 
industrial and agricultural enterprises suggests that 
earlier conclusions were too presumptious. It is 
significant too that the composition of these loans 
not only includes term loans to large corporations 
but a large volume of loans to small enterprises as 
well. 


HOMES FOR VETERANS... The veterans’ housing 
program proposed by Housing Expediter Wyatt, 
and endorsed by President Truman, is in imminent 
danger of becoming a political foot-ball. Heeding 
the insistence of powerful real estate lobbyists, Con- 
gress appears to be in a mood to enact enabling 
legislation which, at best, would be only an 
emaciated counterpart of the Administration’s plan. 

Meanwhile, much valuable time is being lost and 
thousands of veterans in every city of the nation are 
literally homeless. And while these veterans have 
accepted the situation with the stoicism and dis- 
cipline with which their recent service in the armed 
force inculcated them, they can hardly be blamed 
for harboring a growing sense of having been let 
down. Home—it was the G.I.’s great vision. Many 
of them did not know, much as understand, the 
ideologies and principles for which they were fight- 
ing, but their homes and their families were some- 
thing very real and close to them. Now large num- 
bers of our veterans, having dutifully and courage- 
ously served their country, find themselves without 
the facilities which would enable them to enjoy a 
normal family life. Home—it is still a vision, an 
illusionary promise. 

A nation which can spend 150 billion dollars in 
waging a victorious war, is now taking a strangely 
penurious attitude toward the men and women who 
contributed so much to the victory. Veterans are 
asking no charity—and will accept none. But they 
would gratefully accept all of the assistance pos- 
sible in obtaining a place to live. A place to live, a 
real home, is not a Quonset hut or a row of barracks, 
which have outlived their usefulness. 

Let Congress make a forthright approach to the 
problem of providing our veterans with a home as 








quickly as possible. If it costs all of us something to 
grant subsidies to builders and manufacturers of 
building materials, or even an outright grant to 
veterans, let us pay the bill and do it without 
grumbling as a small token of our gratitude. In the 
end, the nation will be far better off than if the 
money were to be spent for a lot of waterways, high- 
ways, dams, and other pork barrel projects. 


INDUSTRIAL STATESMANSHIP... At least one 
bright spot in the area of industrial strife may in 
time expand to light the entire field of future wage 
disputes. A definite trend has appeared to settle 
wrangles by a calm appeal to intelligence rather 
than to brute force. Highlighting this encouraging 
tendency are heartening publicity releases not only 
by the American Feder ration of Labor but by more 
than one large strike bound enterprise. Fact is that 
the average American worker is extremely well 
educated and quite alert to decide for himself what’s 
what in labor relations provided that opportunity is 
given him to weigh a presentation of honest funda- 
mentals. Through bitter and costly experience dur- 
ing the current year, this lesson has been brought 
strongly home to both management and workers, 
and chances are that common sense and better un- 
derstanding may smooth the path ahead. 
Consummation of such a hope will depend upon 
simple educational programs, such as the AF of L 
has already started, to teach the basic principles of 
economics to workers in a free enterprise and the 
advantages of team play with rather than against 
management and stockholders. In the sphere of in- 
dustry there are no divorce courts; while a worker 
may choose his own employer, the relationship on 
both sides becomes closely knit, and permissive only 
of harmony in the long run. During the current 
strike wave, many concerns displayed magnificent 
judgment in supporting an atmosphere of friendli- 
ness with their disgruntled workers. When Timken 
Roller Bearing Co., for example, offered to loan its 
strikers $25 dollars each for 90 days without in- 
terest, 2,500 of them gratefully accepted and are 
not likely to forget the generosity. General Electric 
Co., however, set an example in publicity which all 


industry should copy if labor relations become 
strained. Without the last hint of strike breaking, 


GE made heavy use of paid advertisements and 
personal mail to display their good will, offering to 
pay for employee’s insurance premiums, explaining 
in simple terms the over-all operating problems of 
the company, and how their sensible solution affected 
the welfare of not only management and_share- 
holders but of the employees and their community 
lives as well. As result of these wisely considered 
efforts, a throng of happy workers returned to their 
jobs when the strike ended, with no bitterness to 
spoil the picture. The company announced that re- 
gardless of new and serious cost problems, it would 
strive for peak production and to lower the price of 
its output. This is assuredly a high mark in indus- 
trial statesmanship. 
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As. g Seo OL | By CHARLES BENEDICT 


LET'S SEE IT THRU—THIS TIME! 


er series of events following the firming of our 
attitude toward Russia illumined the future with 
the first ray of hope. Are we now going to pull our 
punches because of a few kind words from Mr. 
Stalin regarding the United Nations, when behind 
the scenes officials of 

the Russian govern- 


state-controlled industry and trade, and to be in a 
position to engage in economic warfare to weaken 
and finally destroy the system of free enterprise as 
‘arried on by the United States and Great Britain. 
Highly placed Russian leaders headed by Molotoff 

believe the two systems 

cannot live side by side. 


ment are maneuvering Unele Samson Already Russia has 


to nullify the power of 
the UNO and frustrate YESSIR— 
our purpose on Iran? WE GOTTA BE 

It is well to remem- FIRM WITH 
ber the fantastic price 
we have paid to date 
for Russian adherence 
to the United Nations, 
— and her participa- 
tion in the Bretton 
Woods plan for mone- 
tary and economic 
world stability. Despite 
which we have secured 
no tangible coopera- 
tion. On the contrary 
Russia has gone ahead 
on her own, expanding 
to the west and to the 
east, and has been un- 
compromising in her re- 
fusal to supply the 
basic financial and eco- 
nomic information 
necessary toward form- 
ulating sound _ plans. 
This despite the fact 
that such a set-up is a 
first essential for re- 
habilitation and future 
world harmony. 

At the same time the 
Soviet government has 
taken one step after another detrimental to the in- 
terests of her allies, and by stirring up and financ- 
ing revolt is continually endangering the peace of 
the world. 

These activities should leave no doubt as to Rus- 
sian intentions, or the possibility of swerving her 
from her purpose by magnificent gifts of strategic 
areas and billion dollar loans. 

We might as well face the fact that Russia seeks 
world economic domination. And, through her in- 
ternational political machine is endeavoring to build 
up a vast chain of nationalistic states controlled 
from Moscow. In this way Russia hopes to assure 
the survival of the Soviet totalitarian system of 
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taken steps to shut us 
out from trade with the 
various satellite coun- 
tries. Future commerce 
with these states will 
depend upon Russian 
good will. And, judg- 
ing from past perform- 
ance, we know that 
there will be no quarter 
offered or given. 

Russia is the aggres- 
sor and sole potential 
aggressor in the world 
today. 

It is evident that 
both the United States 
and Britain have been 
trying to prevent the 
catastrophe that would 
inevitably result from 
the struggle for sur- 
vival between free en- 
terprise and the mone- 
tary and trade policies 
of a state-controlled 
economy. Every form 
of appeasement and as- 
surance has been offered 
Russia to prevent the 
world from breaking up 
into two economic 
camps. 

This policy has only weakened our position so 
that the situation now calls for herculean strength, 
and for a united effort if we are to solve this titanic 
problem. 

To permit Russia to gain control of Iran would 
be a grave error, as Russia would be in a position 
to shut us off from oil which we need and which is 
vital for Britain. Russia is well supplied. Her 
control, therefore, of this strategic product is 
fraught with danger and strikes at the very heart 
of our economy — our industry and our ability to 
fight a defensive war, for mechanized warfare de- 
pends on oil. Lack of it brought the downfall of 
Germany before her army (Please turn to page 803) 
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The market has rallied further, with increas- 
ing selectivity, but the averages still reflect no 
more than a trading-range pattern. Both the 
domestic and the foreign news is better, in- 


By A. T. MILLER 


T IS ENCOURAGING that the market has continued 

to recuperate gradually from the rather severe fall 
it had in February. For a no longer young bull 
market—as for a person who has put youth behind 
a fall is quite a shock. It induces caution and 
slow movement for a time, usually for a considerable 
time. The question in most minds becomes not how 
far will the rebound carry, buf is the reaction over? 
Has the low been seen? As always in a trading- 
range period, with reduced activity, the technical 
evidence bearing on that question is not conclusive. 
But it is favorable that the low has been held for 
over a month. 





The Technical Considerations 


There are many cross-currents in the present 
market, for these are unusual times. We still have 
a hang-over of wartime managed-economy, and the 
effects—especially of price contro l—upon the in- 
dustries are most diverse. This makes some of the 
technical systems, or “theories”, more than ordi- 
narily fallible as a guide to immediate investment or 
speculative action. For example, the railroads in 
most cases will have sharply reduced earnings for 
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creasing chances that the February low will no 
be broken. Probably more time, however will 
be required for renewed major rise. 


some months to come; and there is some uncertainty 
as to just how much their wage costs will be boosted, 
with still greater uncertainty about the timing and 
extent of compensatory freight-rate increases. Thes 
considerations have been holding back the Dov- 
Jones rail average. 

This average, on a closing-price basis, had recov- 
ered, at the end of last week, only about 38% of it 
February decline, against nearly 58% for the Dov 
industrials, and over 80% for the utilities. The 
foundation of the “Dow Theory” is the relative ac- 
tion of the industrial and rail averages. Under 
the circumstances heretofore cited it is hard to 
imagine that the rail average will give “Dov 
Theory” followers dynamically bullish “indications” 
any time soon. Poor, or indifferent, rail action—to 
their minds—would leave the general trend in ques- 
tion, even should the recent recovery in the industrial 
and utility averages go considerably further. 

We do not rest our market opinions on chart-based 
systems, but it has to be recognized that the most 
popular “theories”, especially “the Dow”, do have 
considerable influence on the market, and hence have 
to be reckoned with. A chart shows what has hap- 
pened—the latest point on it being 
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yesterday (or last week for weekly 
graphs). The future, naturally, can 
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not be graphed. Those who act on 
chart evidence do so on the assump- 
tion that what happened in the mar- 
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ket yesterday (or during various 
prior periods, depending on the type 
of chart) will continue at least long 
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enough to make the indicated course 
of action pay out. Often it does. 
Sometimes it does not. The big money 





DEMAND FOR STOCKS 


(AS INDICATED BY BuYING ORDERS EXECUTED) 


that is made in the stock market and 
kept is rarely made by “technicians.’ 
In the great majority of cases it is 
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made by judgment of carefully gath- 
ered and checked information. 
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AS INDICATED BY SELLING ORDERS EXECUTED) 


We Present a New Technical Tool 





With that preamble, we are pre- 
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senting with this discussion a new 
chart. It is based on buying orders 
executed and selling orders executed. 
To that extent it is an over-all meas- 
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the whole, better - grade stocks 
have led on the rally, as they 
usually do after an extensive re- 
action. The general public, bull- 
ish before the February drop, is 
now cautious and “waiting to 
see.” As far as it goes, that is 
perhaps a favorable considcra- 
tion. The public is not likely to 
get actively bullish until and un- 
less more sophisticated buying, 
or news events, provides that 
“come-and-get-it” look on the tape or financial-page 
reports of market doings. 

We have noted that higher-priced stocks have been 
doing the bulk of the work on this rally, despite 
some exceptions. Behind that generality are further 
cross-currents. Stocks are keenly responsive to OPA 
factors. The strongest groups on the rally have 
been preponderantly consumer goods issues which 
either have relatively little price - profit squeeze 
(none at all in a few instances) or which are prom- 
ised relief. Two of the latter are tobacco and oil, 
the latter heading toward complete decontrol. Most 
of the others have been near the head of the bull 
parade for some time: for example, retail trade is- 
sues, liquors, drugs and textiles. 

° 


At Home and Abroad 





The strike troubles are gradually waning, aside 
from the threat of an imminent soft coal strike. 
The coal and railroad wage settlements should 
largely climax disturbing labor news for a consid- 
erable time to come. Washington does not believe 


a coal strike would last more than a short time. Such 
a strike would not surprise the market and should 
therefore not unsettle it importantly. 
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lof, stocks. We claim no more _ |asol!927-*51!997-45 1997" 48) 44, 

for it than that it is a handy PRICED |Paiced [900 STS) 9, 

technical tool, not necessarily STOCKS | STOCKS 

prophetic. It will be presented |? = 

regularly in each issue. The im- 220 

provement recently mirrored in |,5, es 

this graph has been due more al 

to the lightness of selling than to | 

strong demand. In that respect, — | !°°jf | a 

its favorable evidence at the mo- | ' | | | 140 

ment is more negative than posi- | ,, li, I, lI, a 

tive, for strong speculative de- .—_—t 

mand is required to make impor- ie 

tant and sustained advance. 283 

That kind of demand, of course, I Born 

may develop. It has not done so 1996 — 1945 

yet. ate 
Our weekly indexes tell much 

the same general story in a dif- 200 

ferent way. As of the close last 

Saturday the index of 100 high- me 

price stocks had recovered about 

63°C of the reaction from the 

year’s high, the index of 100 1go 

low-price stocks only 16%. On nee ee 
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Production is rising. Our business activity index 
is only 3° lower than a year ago. March national 
income payments, says the Reserve Board, appear 
to be at an annual rate of $160 billion, equalling 
the 1945 peak. It must therefore be conceded that 
the domestic economic picture looks generally on the 
bullish side, despite its spottiness. 

The international crisis which the Russians turned 
on has now been turned off with a flip of Stalin’s 
wrist—for how long the writer does not pretend to 
know. In relation to early war, it looked worse in 
the newspapers week before last than it actually was. 
In relation to long term peace and international 
cooperation, it looked better in last week’s papers 
than it probably is. Such is power politics, and the 
controlled play of the propaganda. The foreign 
question has ceased to be dominant right now. 

It would be normal for this rally to give way to 
some relapse, but unless there is some unexpected 
shock in the news we think the chances are that the 
February lows will not be broken, or closely ap- 
proached. On the other hand, it may take more 
than a little time for the market to climb above the 
previous average highs. We continue to adhere to a 
selective, middle-road policy—Monday, March 25. 
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Why Production Potentials 


—Preclude Boom and Bust 


xk 


By JOHN D. C. WELDON 


WHO Has NOT MOANED “Never again” on the 
morning after a merry celebration and vowed, 
“Next time will be different!” But how many have 
the fortitude to keep such a pledge and decline the 
tempter’s subsequent invitation? 

Are we who joined in the spree of the gay 1920’s 
about to indulge in another economic debauch or 
have we learned our lesson well? It would seem as 


though memories of 1929 and the ensuing prolonged 
depression might still be sufficiently fresh to restrain 
any urge to stray from the path of sobriety. Time 
will tell. As history is written for the next few 
years, we shall learn whether we must experience the 
usual aftermath of all great wars—inflation-induced 
prosperity and then stagnation. Perhaps, this time 
“will be different.” At least, tentative indications 


The timing of peak production in basic manufacturing 


industries will 


be staggered — a prospect which ° 


may well prevent a disastrous ‘boom and bust’ era 


Photo by Ewing Galloway 
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are evident to suggest the usual ‘“*boom-and-bust” 
attern may be avoided. If not entirely avoided, 
then tempered. 

Let’s see what has happened in recent months to 
justify such hopes for a leveling of the business 
cycle. At the time the Pacific war ended last Aug- 
ust, it seemed certain this country was about ready 
to embark on a splurge of peacetime production. 
There was no question about the enormous vacuum 
of consumer wants that needed to be filled. And 
there also was no doubt about the nation’s capacity 
to supply these unprecedented requirements. After 
the V-J Day recess in industrial operations, it ap- 
peared as though nothing could prevent an early 
boom in many lines of activity. The usual expan- 
sion and collapse seemed certain. Major labor con- 
troversies and accompanying maladjustments in 
economic relationships have combined to delay op- 
erations in some industries to such an extent that it 
now seems obvious that the postwar era of prosper- 
ity may develop much more slowly and consequently 
extend over a longer period than otherwise would 
have been the case. 
expected to take quite a little steam out of the early 
boom and to that extent soften the impact of the 
later let-down. 

This is an interesting subject to explore. Specific 
data that could be helpful in reaching definite con- 
clusions still are meager. There seems Tittle question, 
however, but that the outlook is far different from 
that which was pictured eight or nine months ago. 
Strikes and stoppages result- 


granted in major industries. 


This scheme of things may be 


to be substantially larger than would have been dis- 
tributed if the Administration-approved boosts of 
15 per cent to 18 per cent had not been freely 
It is worth noting that 
this development could prove more disturbing than 
beneficial if such liberal increases prove too difficult 
to be accommodated in the general wage structure of 
the country. Economists may wonder whether the 
potential maladjustment in purchasing power of 
various segments of the population may not lead to 
curtailment of consumer demand. The groundwork 
seems to have been laid for difficulties later on in 
the cycle. One scarcely would expect repetition of 
the 1937-1938 setback, but sales resistance on the 
part of white-collar wage earners might provide a 
brake as the forthcoming boom begins to gather 
momentum. 

It would be easy and probably dangerous to place 
too much emphasis on unfavorable phases of the 
current picture. Maladjustments that have resulted 
from strikes and burdensome price restrictions are 
unlikely to prevent development of a period of pros- 
perity. Expansion may come more slowly than if 
there had been no labor trouble and government con- 
trol over prices. But a vast deferred demand still 
remains to be satisfied, and now that production has 
turned upward the belated expansion soon may ap- 
pear more authentic. 

Last year, prior to VJ Day, the War Production 
Board conducted a survey of the reconversion plans 
of 62 industries. At that time most of these 





ing from shortages of critical 
materials have restricted pro- 
duction of great quantities of 
supplies and merchandise. Be- 
fore considering the effects on 
individual industries, let us ap- 


PATTERN OF PRODUCTION 
MONTHLY RATE 





praise several major economic 
influences : 


Hundreds of millions of man- Industry 


Pre-War Recent 











hour employment and wages 
have been lost, thereby reducing 
current disposable income and 
depleting reserves in savings ac- 
counts. 

Labor costs have been sharply 
raised. For most manufacturers, 
this action necessitates upward 
price revisions on _ peacetime 
products for which the public is 
clamoring. Even if OPA con- 
trols retard the prospective rise 
in costs of merchandise, it is ap- 
parent that sales volume will be 
harmed to some extent. In 
other words, the anticipated de- 
mand almost certainly is des- 
tined to fall short of proportions 
that could have been attained 
had cost prices been held down 
to a more moderate level. 

On the other hand, take-home 
pay of great masses of factory 
employees undoubtedly is going 
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industries were engaged in the pro- 
duction of war goods having a 
combined annual value of $14 bil- 
lion. These industries - estimated 
that the total value of peace-time 
goods at full-capacity operations 
would amount to $10 billion an- 
nually, and would require plant ex- 
pansion and alterations involving an 
outlay of $235 million. It is note- 
worthy, however, that of the 58 industries which 
supplied complete information, 33 expected a de- 
crease in their post-war production, while 25 antici- 
pated an increase. On baiance, and assuming that 
these estimates will prove to be relatively reliable, 
there will be a net shrinkage of close to $5 billion in 
the value of peacetime production of these indus- 
tries—even at peak capacity. 

In examining the outlook for a rise in the business 
cycle, it is necessary to weigh the importance of in- 
dividual industries. For example, it is generally 
recognized that the major factors contributing tow- 
ard domestic volume of production are food, cloth- 
ing, automobiles and building. For the purposes of 
this discussion, little attention need be paid to the 
food and clothing industries. In the case of the 
former, fluctuations in volume are relatively small 
and tend to follow the general trend of national in- 
come. Production of clothing and other apparel 
also usually is very stable, although recently output 
has been hampered by price ceilings. Hence, this 
industry also is scarcely susceptible to booms and 
depressions. 

As a factor in the general economy, building con- 
struction probably takes first rank because the labor 
costs are so high in relation to value of projects and 
because for each dollar appropriated in construc- 
tion, many dollars are spent in preparation and in 
distribution of supplies. Experience shows that 
fluctuations in building construction volume usually 
are slow to develop and require several years to run 
their course. In other words, they take on the 
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characteristics of great waves rathe 
than shallow ripples. 

Because labor represents such 
high proportion of total costs and & 
sential materials now are scarce, j 
seems obvious that construction wij 
be slow to reach peak volume. As 
matter of fact, trade authoritig 
doubt that this industry will reag 
its best level in the prospective up 
swing for at least another year, possibly longer 
The deferred demand for housing as well as for ip 
dustrial plant modernization and public works is x 
tremendous that many years of active building ap 
parently will be required to satisfy requirement 
Accordingly, the building industry should contri 
ute importantly to over-all industrial welfare fot 
several years to come. The favorable point, mor 
over, is that it should serve as a sustaining influeng 
later in the cycle when other industries begin t9 
show signs of an adverse effect in slackening con 
sumer demand. 

Incidentally, the unexpectedly sharp rise in 
building costs in recent months seems likely to pre 
vent possible over-expansion in currently prosper. 
ous industries. In the end this may prove to have 
been a blessing in disguise. Ordinarily, manage- 
ments are inclined to undertake ambitious expansion 
programs when the outlook for growth seems s 
promising as at present. 

Unfortunately, many such projects in the past 
have proved ill-advised. The abnormal shortage of 
warehouses, modern retail store facilities, theatres, 
etc., has shown the need for extensive construction 
work. Estimates of costs for construction to meet 
such pressing needs have astonished business execu- 
tives and have caused many to wonder whether pros- 
pective income can justify such high cost expansion. forei: 
As an example, one of the major motion picturef lars, 
chains, which had been contemplating extension off 1 
its system in Canada, discovered that new theatres 
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would cost more than twice as much as those con-f pe , 
structed as recently as six or eight} fore; 

years ago. Naturally, this develop- expe 

ment raised a question whether Jani 

profitable operations could be an- ship 


ticipated on basis of such greater the 





investment in fixed assets. 










































EACH SYMBOL REPRESENTS 2 BILLION DOLLARS ; z rate 
High rentals asked for ware-} tras 
! | I It It $12.4 houses and stores have spurred 194. 
BILLION manufacturers and retailers to con- 6 
WAR e . . e 
33 INDUSTRIES sider construction of new buildings pro 
THAT WILL SHRINK ilies nate een keown abadi 

sat: tenneiee but when costs have been studied Rs 
— many such projects have had to be} hay 
abandoned as impractical. Ac] tna 
$1.6 BILLION il aaa er exceptional rise in con-} ow; 

chek Genk be struction costs conceiv ably may be 

a major factor in retarding boom 

62:6 Gnas conditions and cushioning a subse- 
a quent depression. ] 
FROM A SURVEY BY WAR PRODUCTION BOARD The automobile industry seems | las' 
destined to experience from two to} pre 
four years of capacity operations. | eX} 
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Appraisal 
of Foreign 
Purchasing Powe 


For U. S. GOO 





By V. L. HOROTH 


With the removal of restrictions on 80 per cent of our exports plus the greater Photo by Cu 
availability of goods and shipping space, exports have shown a sharp rebound. 


." THE HEIGHT OF our participation in the 
fA. swar, during the year 1944, our exports reached 
afigure which probably will not again be duplicated 
in our lifetime. That year we shipped goods worth 
$1414 billion. But exports of this size were pos- 
sible only because the U.S. taxpayer paid for a 
substantial part of them. Over $1114 billion of 
exports represented lend-lease shipments; actually, 
foreign countries paid “cash”, their gold or dol- 
lars, for less than $3 billion of our goods. 

This wartime situation has changed rapidly since 
the termination of lend-lease last September. ‘To 
be sure, the American taxpayer is still providing 
foreign countries with a considerable volume of 
exports gratis. During the three months ending 
January, 1946, lend-lease material continued to be 
shipped at the annual rate of about $1 billion, and 
the UNRRA exports are moving out at an annual 
rate even larger than $1 billion a year. But in con- 
trast with 1944 and even the first nine months of 
1945, the bulk of our exports is now being paid for 
in “cash”: the dollars or gold that represent (1) the 
proceeds for goods and services bought by us from 
foreign countries, (2) the proceeds of loans that we 
have been making during the last few months, and, 
finally, (3) the accumulated gold and dollar reserves 
owned by the foreigners. 


Sharp Gain in Exports 


Exports for “cash” have increased rapidly since 
last October, partly because restrictions have been 
practically removed on almost 80 per cent of our 
exports; also more goods and more shipping have 
been available. During the last three months they 
have reached the annual rate of nearly $7 billion 
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as against the total for 1945 of about $3.9 billion. 

We have already examined in these pages the 
role played by the Export-Import Bank in provid- 
ing funds to foreign countries and the part that 
the new International Bank for Reconstruction is 
likely to have. Herein, we propose to appraise the 
magnitude and to comment on the possible utiliza- 
tion of the resources of foreign countries which are 
readily available for the purchase of our goods: the 
gold reserves, the foreign-owned bank balances in 
this country, the foreign holdings of short-term Gov- 
ernment securities and of U.S. folding money. 

As will be noted from the large table introduced 
on the next page, the gold reserves owned by for- 
eign central banks and governments were estimated 
at about $16 billion as of the end of 1945. This figure 





Distribution of Gold and Dollar Resources 
Owned by Foreign Countries in 1919, 
1938 and 1945 


(In Millions of Dollars) 




















1919 —1938 (a)-— —-1945 (a)-— 
Amount % Amount % 

Amount (Gold {Gold 
(Gold only) % S$ Bank Bal.) $ Bank Bal.) 
CN occsscsen esveseraices 130 2.6 394 2.6 1,792 8.0 
Latin America .. 480 9.6 965 6.4 4,023 18.1 
Great Britain 578 11.6 3,126 20.8 1,850 8.3 
Western Europe +250 45.0 6,665 44.4 6,159 27.7 
Other Europe .... 600(e) 12.0 700(e) 4.7 942(e) 4.2 
South Africa 6 aa 220 1.5 951 4.3 
Near and Middle East 150(e) 3.0 420 2.8 791 3.5 
ll — 776 «15.5 2,510 16.7 5,752 25.8 
Total above ............ 5,000 100.0 15,000 100.0 22,260 100.0 





(a) Exclusive of U.S. currency holdings. 

(e) Partly estimated. 

Source: Federal Reserve Bulletins, B. |. S. 
reports. 


reports, League of Nations 




















Gold 
Reserves 
(About 
Country Dec. 1945) 
| ey <2. Sree nsee are 300(a) 
2) Great Britain 1,100(c) 
3) Latin America: 
Argentina 1,350 
Brazil ... 352 
Chile . 82 
Colombia 115 
Cuba 195 
Mexico 294 
Panama Bae 
Peru 28 
Uruguay . 195 
Venezuela 202 
All Others 100(d) 
Total eee eee 2,913 
4) West. and North. Europe: 

a) Sweden eae ey Se 482 
Switzerland 1,104 
Portugal 260(f) 
Spain . 110 

Total 
1,956 

b) France (i) . 1,540 
Netherlands 270 
Belgium & Lux. 731 
Norway 85 
Denmark 44 

Total 2,670 
5) East. & Southeast. Europe: 
Greece re ks 28 
ee 316 
Other Danubian Europe a 
Poland & Others....... 84 
RII 9 octvecsssceoctceecoraess 596 
6) Near and Middle East: 
Turkey Tes 240 
BORIS Ness be ssbotisicnnssvenesecsens 131 
Set one ee 52 
India ... 274 
LOE Pe eee eee 697 
7 China and Far East: 
coe (| es 500 
Netherlands Indies........ 216 
Australia & New Zealand 23 
Philippines ................ See eee 
Other Far East. 50 
NOtal ..:.:... 789 
8) Africa: 
South Africa o....2 oe 943 
Other Africa oo... 20 
1 let eee are 963 
9) Former Axis Countries: . 
Germany (g) ............000000. 50 
Lo (| ee 120 
MINA 6, eoery. cee scchs caine 166 
POND coi aisetiene: 316 
10) U.S.S.R. 
Sa aeotnem. os Be 3,700 
12) Unreported Gold 
Grand Total oo... 16,000(b) 


Readily Available Gold and Short-Term Dollar 


Resources of Foreign Countries 


(in millions of dollars) 





















































U.S. 
Currency (b) 









































$ Bank 
Balances About : 

(Sept. 1945} Dec. 1945) Total 
1,492 50 1,842 
750 1,850 
78 1,428 
| ee 534 
63 145 
93 208 
155 140 490 
164 458 
89 89 
39 67 
50(e) 245 
44 246 
153 160 413 
1,110 300 4,323 
199 681 
278 1,382 
46 306 
33 143 
556 2,512 
313 |} 1,853 
221 | 491 
roo 100 973 
184 269 
17 | él 
977 100 3,747 
66 94 
9 325 
54 306 
129 725 
51 291 
iasek. 131 
14 66 
29 : 303 
94 791 
589 250 1,339 
99 315 
32 ae 55 
92 50 142 
128 178 
940 300 2,029 
8 951 
6 26 
oS 977 
7 75 112 
60 100 280 
4 75 245 
71 250 637 

BR. ccc | 
| TEARS AE 3,827 

ee J 
6,260 1,000 23,260 


(a) Assumed that the production of new gold in the 1943-45 period was retained. 


(b) Based on various unauthenticated estimates, except the figures for Cuba which Is 
reported and the estimate for other Latin America which is semi-official. (c) Assumed 
that the revealed gold and dollar reserves, other than those reported by the U.S. 


Treasury were in gold. 


sterling portion was in gold. - 
Estimate of the Bureau of Foreign and Domestic Commerce. 
as of Dec. 25, 1945, prior to 


the Stabilization Fund. 


(d) Includes gold held in commercial banks. 
mated. (f) Assumed that most of the foreign exchange reserve other than the pound 


(e) Partly esti- 


All data estimated except the $ bank balances. (h) 
(i) French gold reserves 
e transfer of 400 m. tons of gold ($450 million) to 
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does not include the gold that is held in 
Oriental (Indian and Middle-Eastern) 
hoards or the gold which may be in the 
safety boxes or stockings in Europe or 
Latin America. The $16 billion figure, 
usually used in the calculations of the Bu- 
reau of Foreign and Domestic Commerce 
and of the National City Bank, presum- 
ably includes the Russian gold reserve. It 
must be remembered that it is a rounded 
figure and subject to considerable revision, 
if and when more information becomes 
available. Other estimates, such as those 
made by the N. Y. Federal Reserve Bank 
a year or so ago, point to a somewhat 
higher figure if provision is made for the 
gold produced in the intervening period. 
Similarly, the Bank for International Sct- 
tlements puts the gold holdings of the 
countries other than the U.S. at a con- 
siderably higher figure: $16.5 billion as 
of June, 1945, but exclusive of the Rus- 
sian gold reserve, the size of which has 
been baffling the statisticians for years. 

The dollar bank balances of foreign 
countries as reported by the U.S. Treas- 
ury aggregated last September (the latest 
published figure) about $6.2 billion. The 
Department of Commerce uses a figure of 
$6.5 billion for the end of the year 1945. 
In addition, many countries, particularly 
those in the Caribbean area, where dollars 
circulate freely with foreign currencies, 
held substantial amounts of American 
folding money. In our table we put the 
U.S. currency held abroad at about $1 
billion on the basis of various semi-official 
and private estimates. The distribution of 
currency holdings has been roughly ap- 
portioned so as to take into consideration 
the expenditures of American troops 
abroad. These expenditures are still con- 
siderable; in 1945 they were estimated by 
the Bureau of Foreign and Domestic and 
Commerce at about $750 million. 

It will be noted that the grand total of 
immediately available resources of foreign 
countries aggregated about $231, billion, 
including an estimate of U.S. currency 
holdings abroad as of the end of 1945. The 
corresponding figure for 1938 was about 
$1514 billion. The difference, some $8 
billion, represents roughly the money 
spent by us abroad for the conduct of the 
war; it represents the dissipation of our 
wealth during the war. In the past, such 
a dissipation of riches has always been 
followed by a period of mounting trade 
and increased spending. 

How were the readily available funds 
of foreign countries distributed? The 


largest bloc, $614 billion, was held by the 
countries of Western and Northern Eu- 
rope; however, the three neutrals: Sweden, 
(Please turn to page 799) 


Switzerland 
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EIGHT sevecten companies 


_with an OPEN ROAD TO 
HIGHER EARNINGS and DIVIDENDS 





= SERVICES OF THE combined: editorial 


and 





» « By THE MAGAZINE OF WALL STREET STAFF 


to this concern for their supplies of paper, currency 


analytical staffs of the Magazine of Wall Street and stamps. ‘To round out diversification, high 


were enlisted, and the shares of the 10 companies 


selected for this discussion are the consensus 
of their judgment. 

The focus of selection was directed upon 
those companies untroubled by serious labor 
problems, and which appear unlikely to be 
greatly hampered by pricing difficulties or 
shortages of materials. In a period of transi- 
tion such as is being experienced by our in- 
dustrial economy at this time, complete im- 
munity of one industry, or company, is 
virtually impossible. These companies, how- 
ever, are in a more favored position than many 
others. The evidence afforded by their profit 
and dividend background, coupled with a con- 
sidered estimate of current and later pros- 
pects, indicates them to be the type of enter- 
prise which offers well founded assurance to 
the bona fide investor at a time when so many 
cross-currents are present in the business and 
earnings outlook. 

Accompanying the discussion are charts on 
which the reader will find information pertin- 
ent to market action, earnings, dividends and 
capitalization. These charts should be con- 
sulted in connection with textual remarks in 
each instance. 

In correlating these recommendations with 
the market advice by A. T. Miller regularly 
appearing in the Magazine, it is suggested 
that investors desirous of making immediate 
commitments limit them to not more than half 
of their contemplated investment, on the pos- 
sibility that the current market reaction may 
not have yet run its full course. 


American Bank Note Company 


As the dominant engraver and printer of 
corporate securities, American Bank Note Co. 
enjoys a strongly entrenched position in its 
special field, although considerable competi- 
tion exists. Furthermore, as many as thirty 
foreign countries in a single year have turned 
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banking forms helps to bolster volume. 


As most of 


this business is handled to specified and “tailor 
made” restrictions, involving substantial cash ad- 
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CONTAINER CORPORATION CNR 


Funded Debt: None 
She. Capital Stock: 
781,253, $20 par 


JEWEL TEA CO. JwT 
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vances by customers at the time of order, inventory 
risks are greatly minimized, and net current assets 
at all times are above-average liquid. With working 


capital of over $10 million at the end of 1945, 
therefore, the company’s financial status ap- 
pears exceptionally favorable. 

While earnings are broadly affected by 
cyclical swings, profit margins on the skilled 
work required are satisfactory, the trend of 
net for the last six years having been generally 
upward and likely to continue so during 1946. 
In support of this premise is a current back- 
log of orders which will require peak opera- 
tions for more than a year to come. If volume 
this year equals that of 1945 and costs do not 
rise too seriously,relief from excess profits taxes 
should raise net earnings sharply above the 
$1.38 per share reported for 1945 on the 
common. As company policies have reflected 
dividend liberality, there should be room for 
improved distributions during the current 
year. At a recent price of 34, the shares yield 
only 3.2%, based upon 1945 payments to 
shareholders, but the past upward trend in 
distributions might well continue to feature 
the 1946 record. 


California Packing Corporation 


Among producers of canned foods Cali- 
fornia Packing ranks second in size and it is 
the world’s largest packer of fruits and vege. 
tables. To a considerable extent operations 
are integrated, for through subsidiaries the 
company produces large quantities of Alaskan 
salmon, and owns farming properties in 
Hawaii as well as in various sections of the 
United States. By location of numerous 
modern packing plants in areas where food 
production is abundant, canning is rendered 
more efficient and distribution much facili- 
tated. The company’s established Del Monte 
brands have won worldwide reputation, with 
resultant benefit to sales and profits. 

The fiscal year has only recently ended on 
February 28, 1946, it is yet too early to 
analyze results for last year. However, there 
is ground for belief that sales have been well 
maintained and that earnings will show slight 
variation from those of the previous year. In 
this event, the dividend of $1.50 per share 
would have been earned more than twice over, 
depending largely upon year-end adjustments 
in accounting. Financially, the company is in 
strong position, and quite recently retired 
$5.5 million of long term debt by liquidation 
of heavy inventories. Relief from excess 
profits taxes in 1946 should considerably 
widen profit margins. Ever since the start of 
war the price trend of the company’s shares 
has been generally upward, reaching a high 
of 4714 not long ago. At a recent price of 42, 
longer range potentials carry a good deal of 
appeal. 
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Container Corporation of America 


As a manufacturer of paperboard products, orable for some increase later in the year. 
Container Corporation is the dominant factor in (Please turn to page 801) 


this industry. Through ownership of eight 
large manufacturing units in different parts 
of the country adjacent to ample supplies of 
timber, straw and waste paper, the company 
produces more than enough pulp for its own 
requirements and in the way of finished prod- 
ucts turns out a broad line of linerboard, fold- 
ing containers, corrugated shipping boxes and 
boxboard. Container Corporation en joys 
such a broad market for its products and these 
have been so greatly improved by war expe- 
rience, that during the approaching period of 
high-level business activity, potentials for 
well sustained volume and earnings are im- 
pressive. 

While sales during 1945 climbed to a record 
high of $74 million, net earnings dipped 
slightly below those of the previous year, 
amounting to $2.59 per share compared with 
$2.64 in 1944. The pinch between increasing 
costs and ceiling prices accounted for the 
deficiency, but in 1946 the elimination of sub- 
stantial excess profits taxes is likely to reverse 
the trend. Fortunately for this industry, the 
wage factor is relatively not too serious, for 
the reason that wage costs absorb only about 
20% of the sales dollar. 

Since 1940, the present dividend rate of 
$1.50 per share has been well covered by earn- 
ings. Working capital has almost doubled 
in the last four years. At a recent price of 44 
the shares of this concern yield about 3.4%. 


Jewel Tea 


Jewel Tea has behind it a good record of 
progressive growth accompanied by an equally 
impressive record of earnings and dividend 
payments. At the end of last year the com- 
pany operated 1,608 motor truck routes and 
150 stores selling a line of groceries and 
household products. Service was provided in 
43 states and the District of Columbia. 

In 1945, for the second consecutive year, 
both the company’s stores and routes set a 
new high record of retail sales, with the in- 
crease of 10.6 per cent over 1944. This was 
an excellent showing, considering the difficul- 
ties encountered in the form of rationing, 
manpower shortage and restricted supplies of 
merchandise. This year with these problems 
no longer to be reckoned with, further gains 
appear to be a virtual certainty. 

Net after all taxes last year amounted to 
$1.5 million compared with about $1.4 million 
the previous period. Excess profits taxes 
totaled $1,050,517, or the equivalent of $1.87 
a share of common stock. The year-end bal- 
ance sheet showed a ratio of current assets to 
current liabilities of 3.15 to 1 and net working 
capital of nearly $10.5 was more than double 
the figure at the end of 1940. Plans for fur- 
ther expansion may dictate a conservative 
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Happening in Washington 


Photo by Cushing 


CONGRESS will demand more than tacit agree- 
ments on trade advantages before approving the 
British loan, as a result of semi - official reports 
which were the backwash of Winston Churchill’s 
visit to Washington. Britain is not ready to abol- 
ish its Empire preference system, say rumorings 
which cannot be discounted. Argument is being 
made by her spokesmen that the only difference 
between the states and the members of the Empire 
is that the former are contiguous; that there is 





WASHINGTON SEES 


Republican headquarters here exudes confi- 
dence as the November election nears with 
increasing signs that the GOP stands a very 
good chance of winning a majority in the 
House, an historical prelude to success in the 
nationa! balloting. 

Democrats are worried and are not trying to 
hide their feelings. Already several have an- 
nounced they will not seek re-election and while 
many reasons are ascribed the economic one be- 
ing the one most often cited, the fact that the 
sturdy coat-tails of Franklin D. Roosevelt will not 
be available for the first time in seven congres- 
sional elections probably is the major factor. 

Dissension in the ranks of the Democrats has 
worked against effective action by the political 
party in power. Sectional feelings are burning. 
The Administration suffers the disadvantage of 
having its congressional strength split between 
the northern and the southern states, between 
which economic and social theories clash vio- 
lently. Republicans, on the other hand, while 
they are in numerical minority, suffer no such 
internal strife and they have forged a coalition 
with conservatives on the other side of the aisle 
which has made them dominant. 

Democratic hopes are pinned on speedy pick- 
up of industrial production and employment— 
general prosperity. They're banking on the tru- 
ism: "No one shoots Santa Claus." But they are 
worried, and with cause. 








By E. K. T. 





equal need for tariff protection, over-all, in each 
instance. 


CENSUS of foreign-owned assets in the United 
States, just released, is complete answer to the 
question whether there is domination of any con- 
erable part of American industry by foreign in- 
terests. Where ownership is largely abroad, pro- 
duction usually is found to supplement, rather than 
displace, that of American-controlled plants. Not 
fully considered in the report, however, is the effect 
of foreign-owned patents licensed for use in the 
United States. They number about 60,000 and the 
licenses often limit production, sales and purposes. 
The House Patents Committee is showing real in- 
terest. 


NEW ANGLE in Federal - Municipal relations has 
bobbed up in appointment by New York City’s 
Mayor O’Dwyer of Frank Connolly, former WPB 
executive who later worked on development of the 
atom bomb, to represent that city in its negotia- 
tions with Capital agencies. He also will be con- 
tact man between O’Dwyer and _ industrialists 
throughout the nation who deal with the city on 
sales and contracts—a Harry Hopkins or George 
Allen role in the O’Dwyer Administration. 





SECY. VINSON has rejected the suggestion of in- 
surance companies that he commit the Treasury 
to sell securities of a specific coupon or maturity, 
in advance of actual offerings. He has made it 
known he believes financing policy should be made 
known gradually, and only when the government 
needs the money and can appraise the current in- 
vestment market. In that connection, he’s satisfied 
that interest rates effective in recent months are 
low enough. Published reports that Vinson and 
Chairman Marriner Eccles are having “differences” 
can be put down as exaggeration. Eccles is some- 
what impatient at what he considers lack of de- 
sirable speed and aggressiveness, but on fundamen- 
tals he agrees solidly with Vinson. 
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Legislation which could lead to a single over-all regu— 
latory agency in the field of transportation has been given a 
boost by the House Rules Committee, but that won't be enough. 
House Resolution 318, calling for a sweeping inquiry into rail, 
highway and air traffic movements has been passed on for floor 
action, which now looks favorable. 


























Congress will adjourn before delving deeply into the 
subject. Its experts will work on it during the summer months. 
Their reports will make interesting reading for technical minds, 
but an incoming Congress always has its own program, gives 
little attention to holdovers on the calendar. 




















Mewes: Stated objective of the inquiry is to remove uneconomic 
se eee eee RR overlapping of services, aim at more equal rates. By-product, 














which could be eventually the most important result, might be 
discontinuance of Civil Aviation Administration, and of waterway 
supervision now reposed, in part, in the Department of Commerce. Interstate Commerce 
Commission would handle all. 








Bill to require Federal Trade Commission approval before corporate mergers 
would be allowed can be put down as defeated. It won't even get by the House Rules 
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southern Democrats are its sponsors and the fact that it can't get Rules 
Committee indorsement is best indicator of its unpopularity. The committee is 
dominated numerically and in point of influence by men from the states below the 
Mason-Dixon Line. Under its terms, FIC would have much of the powers now exercised 
by the Department of Justice under the Clayton Act. 


























Recent developments, particularly in cotton and textiles, spotlights what 
may well be the most serious tussle in the history of OPA. Reduced to simplest 
terms it is Bowles vs. Congress in a main bout with the outcome in doubt. 














The Administration can deliver only with the support of the Southern bloc, in 
@ program which calls for continuance of OPA for one year, extension of the Second 
War Powers Act, CCC with authority for subsidies, plus appropriations for the 
agencies involved in the whole stabilization program. 



































Extension of the war powers is the major goal. It is under this law that 
Bowles functions, as do priorities, rationing and food setaside controls. 
Congress has several points of attack, and defeat of Bowles in any one of them could 


scuttle the whole program. 














Present outlook is that OPA will not be put to legislative death this year. 
But the same result»might be achieved by the evident intent on the part of Congress 
to mangle and strangle it by denying necessary funds. 




















OPA is operating with inadequate personnel, working against time, 
simultaneously moving into the biggest job in its history — implementation of the 
"wage and price” policy. .Goal is to overcome the objection that price control 
interferes with production. 

















Bowles and Porter have given ground but not enough to satisfy the Congressmen 
from the cotton and textile areas. Result: a positive decontrol program will become 
OPA policy with the items of minor importance to cost-of-living being exempted or 
suspended from the list. That will be OPA's final "peace offering" to Congress. 
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be Industrial quotas for sugar distribution are being fed out of Washington but 

they won't mean much until many imponderables have been solved. True allocations 
cannot be set until the Cuban sugar crop has been purchased, sounder estimates have 
been made of domestic production and claims by Europan countries have been audited 
fo place them more in line with equitable distribution. 


Uncertainties include the affect of labor shortages on the beet crop in the 
United States, early rains which may have seriously affected the prospects from 


























Superseniority rights for war veterans which threaten to become fighting grounds 
among employees and between employees and employers will be legislated out of 
existence if an attempt is made to place the issue before the Supreme Court. 


U.S. Circuit Court of Appeals has ruled, in effect, that employers cannot be 
forced to discharge older and more skilled workers to make place for younger men 
who developed a “senior” status by reason of passage of time while in service. 

Labor unions will join industry in the fight against superseniority, virtually 
gssuring rewriting of that section of the GI Bill of Rights. 


— ——- = 


The bond between members of Congress and the "little businessman" which always 7 
grows closer during election years shows. signs of following its usual course. a 
fhe current session inherited 187 bills in aid of small business. Ten were enacted. scan 

Isolationist forces are reorganizing, pinning their hopes upon official favo 
distrust of Soviet Russia, the springboard which discussion of loans and credits men 
fo Great Britain will provide, and the generally unfavorable reception which Winston hold 
Ghurchill's proposals for an Anglo-American military alliance received. 6 
= of t 


the 
he has abandoned thoughts of returning to official life, he says he has moved his base tho: 


of operations from Dutchess County to Queens County, New York. mai 

"Queens County is anti-interventionist and so am I," says Fish. "Now that I kee} 
have my nose away from the grindstone that Congress is, I can exercise greater pro 
influence. Getting out of Congress was the best thing that ever happened to me." “ita 

Far—reaching effects of the Race Bill to clip the powers of the Federal Trade a 
Commission are becoming apparent to members of Congress and may shape the results, P ] 
if consumer lobbies don't awaken to its potentialities soon enough to put on their al 
show of strength. The measure has lazied its way through the legislative machinery, anc 


is about ready to come to the floor of the House. the 


FTC's methods have been copied by numerous administrative agencies which ha 
came after it. It merges in a single group of commissioners, the functions of me 
prosecutor, judge and jury — and its rulings cannot be examined by any court if * 
there is any evidence to support the penalties imposed. The Reece Bill would require pe 
FTC to support its findings on the "preponderance" of the evidence, permit courts to io 
go into the question of sufficiency. ; pi 

Producers of labeled merchandise in the food, drug, and cosmetic field are au 
backing the bill. It would take from FIC the right to rule one label in, another out. res 
That control would rest thereafter solely with the Food and Drug Administration, int 
end dual administration on the subject. ie 


Spearheading drive to force reduction of government payrolls, Senator Byrd se 
of Virginia, has prepared tables showing some agencies have increased staffs from 
100 to 500 per cent since VWJ—Day, despite promise of early curtailment. War Depart— 
ment is trying to head off Congressional orders. by reducing Service Forces from 
21,000 to 19,000 by April 1. Meanwhile the Department is recruiting clerks and in 
stenographers to fill needs it says exist "by the hundreds." eX 
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NVESTORS IN THE shares of many of the large cor- 
| porations listed on the Stock Exchange are busily 
scanning the 1945 annual reports of their chosen 
favorites. With gratifying improvement, manage- 
ment generally has succeeded in providing share- 
holders with more comprehensive, more detailed in- 
formation as to company progress, handicaps and 
potentials than formerly. To probably the majority 
of the report recipients, net per share earnings for 
the period just elapsed, and their relationship to 
those of former years, are the one high spot of 
main interest. Due to complexities of wartime book- 
keeping, however, this normally valid yardstick of 
prosperity has become quite unreliable; that is, if 
accepted at its mere face value. For this reason, 
some better understanding of the situation should 
prove constructive. 

Both executives and certified accountants deserve 
a lot of credit for the basic clarity of explanations 
and figures presented to company stockholders in 
the annual reports, and in many instances they 
have gone to great lengths in tabulating and chart- 
ing comparative changes in income statements and 
balance sheets over a given period of years. While 
these aids to analysis are of course correct to the 
penny, the fact remains that a wide variation in book- 
keeping adjustments necessarily obscures the real 
picture for all but the most experienced students of 
auditing procedure. In other words, whereas the 
results are shown, unavoidable distortion has often 
influenced their determination, and final earnings as 
reported appear either larger or smaller than 
normal-years accounting would have produced. 
Additionally, between possible renegotiation of Gov- 
ernment contracts and tax adjustments, not only 
net earnings for 1945 but those of several preced- 
ing years as well, may be subject to some revision 
in the near future. With this eventuality apparent, 
examination of comparative earnings statements 
should be attended by a few mental reservations 
along these lines. , 

One class of bookkeeping adjustments in 1945 


MARCH 30, 





1946 


? HIDDEN 
ASSETS 





Corporate Post-War Adjustments 


By H. S. COFFIN 


AND DISTORTIONS 
AS 
ce o « gine OSED BY, . .. 








































which has broadly affected many a balance sheet 
and income statement for better or for worse, ac- 
cording to its many different methods of applica- 
tion, is that arising from accelerated amortization 
of certified war facilities. On- September 29, 1945, 
by Presidential proclamation, it became possible for 
every producer of war materials to recompute amor- 
tization of plants built solely for their output, and 
so certified, during the time they were used for this 
purpose, or a maximum of 60 months. By spreading 
this legitimate charge against taxable income during 
the years indicated, or for that matter by confining 
it to any period chosen during the term, some very 
sizeable tax refunds or tax reductions entered the 
picture. Before January 1, 1946, every concert 
had to signify to the Treasury Department just how 
it proposed to exercise these privileges for tax pur- 
poses, although when it came to bookkeeping ad just- 
ments, this was left wholly to the discretion of dif- 
ferent managements. 

Thus, as has already become apparent, one con4 
cern might handle its books in such a way that the 
value of these wartime facilities was completely 
wiped out, along with corresponding charges against 
either earnings, surplus, depreciation or coné 
tingency reserves, as varying company policies 
might dictate. Nor did these adjustments have to 
be confined to any one of the items mentioned, for 


there was nothing to prevent their distribution over 
several or all of the accounts. ‘ 
Amortization of Emergency Facilities , 


Inasmuch as emergency facilities certified by in- 
dustry totalled some $6 billion, some of them built 
as far back as 1942 and many as late as 1945, the 
quantity of adjustments appearing in 1945 reports 
is obvious and the manner in which they have been 
applied has broadly affected many balance sheets 
and income statements. In fact, future reports in’ 
some instances will continue to reflect the newly de- 
termined policies. For example, take the case of 
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Average rates for leading corporations, from National City Bank 
annual tabulations of published shareholders’ reports were: 
1925........ 10.7 sa8 9083... 2.6 3937......:: 10.8 1941........ 12.4 
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the Texas Company as disclosed in its 1945 annual 
report. This concern had some $90 million of cer- 
tified facilities, of which $37.4 million had been 
amortized by December 31, 1945. Some of these 
facilities, however, were of doubtful postwar value 
and others were built at abnormally high cost. 
Rather than charge the entire amount off the books, 
the company has set up a reserve of $6.3 million to 
cover doubtful values and $20 million more to cover 
estimated excessive costs, leaving $26.6 million which 
henceforth will be depreciated at a normal rate in 
coming years rather than on the past basis of 20% 
per annum. Even so, these entries must be considered 
as tentative until after review by Federal authori- 
ties. 

In contrast to Texas Co., though, most concerns 
reporting for 1945 have preferred to completely 
charge off all available sums for accelerated amor- 
tization. This process, creating as it does, an almost 
unlimited variation in adjustments to income and 
balance sheet items, obviously throws rational com- 
parisons with figures for previous years quite out 
of the picture. Additionally, it has established new 
problems for management as well as for share- 
holders, in that estimates of operating costs gen- 
erally include allowances for depreciation. Just 
because millions of dollars worth of almost new 
plants have been wiped off the books does not 
logically free the cost of their output from relative 
allowances for depreciation in the future. For this 
reason, expert accountants have something of a 
headache on their hands, for operating costs are 
likely to be distorted as well as earnings. In fact, 
it may become necessary in some cases to mark up 
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a proportion of amortized facilities again as time 
passes. 

Reconversion costs, also, may be charged against 
current earnings or absorbed by charges against 
previously established reserves offset by cash 
accumulated for the purpose in company treasuries, 
In the latter case, the original reserves set up in 
previous years were not deductible from taxable 
earnings at the time, although when actually spent 
they become an operating cost which serves to 
reduce not only earnings but to establish potential 


tax refunds as well. Thus what might be considered) 


earnings in normal times are pushed both up and 
down out of line by bookkeeping entries difficult of 
detection by the ordinary shareholder. 


Contingency Reserves 


To add to complications, many concerns during 
war years set up reserves to provide for con- 
tingencies in postwar. To such as have experienced 
heavy costs due to strikes or other transitional 
delays, these wise provisions have boosted working 
capital to amply take care of unforseeable expenses 
of this kind. Where the reserves have proven over- 
generous, however, as has often proved true, and they 
are no longer needed, it is a common practice to 
apply the unused sums to bolster earnings in 1945, 
although in reality they had been earned in prior 
periods. During the last quarter of 1945, when 
military cancellations so drastically affected operat- 
ing results of numerous concerns, over-liberal tax 
reserves established earlier in the year often per- 
mitted auditors to draw upon the unused portion to 
make a better showing as to final net for the period 
than actually was the case. While quite legitimate, 
such adjustments logically render comparisons 
rather impractical, and in 1945 they were employed 
by the great majority of firms. 

Changing of methods in estimating inventory 
values sometimes can result in distorting compara- 
tive book values, also. At the end of 1945, for 
instance, John Morrell & Co., the packers, made a 
net charge to surplus of $1.02 million because of 
a change in policies covering inventory estimates. 
Accounting practice differs broadly among various 
concerns as to the principle of carrying inventories 
on a “first-in, last-out” basis or the reverse formula. 
Incidental to a change of this sort by the above 
mentioned concern, net earnings for 1944 dipped 
by $215,000 although sales and operating costs, 
strictly speaking, remained on an even keel. 

No discussion of distortions caused by bookkeep- 
ing entries would be complete without reference to 
tax carry-backs. During the war, as_ previously 
pointed out, corporations were not allowed to deduct 
from taxable earnings any form of reserves set up 
to provide for unpredictable costs of adjustments to 
postwar conditions. But since all hands, including 
the Government, recognized that the emergencies of 
both war and reconversion were dual and equally 
serious, Congress wisely provided for an averaging 
of taxable profits over the two periods. Thus it has 
come about that concerns (Please turn to page 800) 


THE MAGAZINE OF WALL STREET 

































is time 


igainst 
iZainst 

cash 
Suries,| 
up in 
axable 
spent 
ves to 
tential 
idered. 
p and 
‘ult of 






































& 3 
= 1946 Special Re-appraisals 
con- 
enced © e e F t 
‘ou! Of Values, Earning and Dividend Forecasts 
r “Ing 
ee S THE nation emerges from Prospects and Ratings for = .vailable with up-to-date statisti 
fo abnormal war conditions to Metal, Office Equipment, cal data —— for ready —_ 
ey an era of eace, thoughtful inves- . 2 parisons. Supp ementing 11S, 
19 is tors see te sees of scan- Automobile, and Motion brief comments on the status of 
945, ning portfolios with critical eyes. Picture Stocks. each individual company listed on 
4 Hope of success in securing a sat- Port V the table and ‘te near term divi- 
eratt isfactory Income or of achieving ar dend potentials are —— 
ltt through appreciation must . This combined material we be- 
per- rely upon penetrating insight into the ever changing lieve wil) serve as the most practical method of 
on to | economic scene, as unprecedented forces are now at keeping our readers, who collectively ies shares in 
set work which may stimulate or check the progress of many corporations. adequately informed i, ia 
aha! numerous industries or their component units. efforts to safeguard or improve their investment 
loaned Many a concern rated as marginal in prewar has positions. 
oved gained new stature through abnormal wartime activ- The key to our ratings of investment quality and 
4 ities and may either relapse to an unimpressive posi- current earnings trend of the individual stocks - 
bid tion or offer dynamic competition to leaders in its the last column in the tables, preceding comment 
shal group henceforth. On the heels of a four-year major — is as follows: A ob, Top Quality ; A, High Grade: 
a rise in stock prices, a crucial question arises as to B, Good ; ec *, Fair; C, Marginal; while the accom- 
rhage what profits to accept — what stocks to retain —  panying numerals indicate current earnings trend 
al what substitutions to make, and only reasoned an-_ thus: 1—Upward; 2— Steady; 3 -Downward. For 
ities alysis can find the answer. example, Al denotes a stock of High Grade invest- 
ate In order to assist our subscribers in formulating ment quality-with an Upward current earnings trend. 
lites investment decisions, the Magazine of Wall Street Stocks marked with a W in the tabulations are 
a presents its Security Re-appraisals and Dividend recommended for income return. Issues regarded as 
sive forecasts at six months intervals in addition to its having above average appreciation potentials are 
ped regular coverage of important economic and indus-_ denoted by the letter X. Purchases for appreciation 
wks. trial developments in each issue. By this method, should, of course, be timed with the trend and in- 
the maximum number of industries are periodically vestment advice regularly offered in the A. T. Mil- 
ep- reviewed in the light of most recent information — ler market analysis in every issue of this publication. 
> to 
: tae 
uct J — 
up urge AN 
; to 
ing ~ ers [ Leb ty ‘ 
“a I = hie 7 ae 
lly im in ————_ 
ns _ 
in = a < ah sim 
0) c rE. SANINISISTIN |} 
SS i ‘vt 
ET GA iy te 



























What Of The 


[: AS THEY SAY, “Every cloud has a silver lining,” 
then the outlook for non-ferrous metals ought not to 
be so gloomy as the pessimists seem to expect. But 
in this instance, silver promises to serve as a cover 
rather than as the proverbial bright lining. This in- 
ference, of course, is to a growing belief that approval 
of a price advance for silver may provide an opening 
for a corresponding boost in lead, zinc and copper. 

A general upward adjustment in prices is neces- 


sary to stimulate sufficient production to meet 
urgent industrial requirements, economists con- 
tend. Unfortunately because silver is recovered in 


substantial quantities in mining other metals, lead 
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and zinc producers now find themselves involved in 
an intricate political tangle. It is not easy at this 
stage to forecast the eventual outcome, but it is 
apparent that unless a satisfactory solution is found 
fairly promptly, a serious bottleneck will be cre 
ated for such major industries as automobiles, build- 
ing and utilities. 

So many conflicting influences are operating in 
this situation that it is difficult to imagne an early 
settlement. This is not simply an OPA problem. 
It involves international monetary policies, domes- 
tic formulas _ to 
control inflation 
and even social 
philosophies aimed 
at handicapping 
sig business for 
the advantage of 
smaller and weak- 
er competitors. 

Before turning 
to a detailed examination of some of the problems 
with which non-ferrous metal producers are faced, it 
may be well to outline several of the most important 
influences : 

(1) Unexpected lack of surplus stocks of most 
non-ferrous metals at the end of hostilities. 

(2) Strong consumer demand—especially for lead 
and zine. 

(3) Urgency for building stockpiles of strategic 

metals now that international developments in- 

dicate establishment of world-wide peace may 

not be so easy as had seemed possible a few 

months ago. 


THE MAGAZINE OF WALL 





STREET 









Be 
such » 
build 
tion ¢ 
idly : 
cipal 
ceilin 
repre 
block 
way 
sure 
panic 
greal 
reasc 
prob 

T) 
fact, 
in ce 
Earl 
the ] 
all ¥ 
tens! 
high 
tegic 
legis 































lved in 
at this 
t it js 
found 
e cre 


build- 


ing in 
| early 
oblem, 
lomes- 
is to 
flation 
Clal 
aimed 
D ping 
ss for 
ge of 
Wweak- 
rs. 

rning 
blems 
ed, it 
yrtant 


most 
lead 
ttegic 
ts in- 


may 
. few 











(4) Necessity for government premium payments 
to obtain supplies from small, high-cost pro- 
ducers. 

(5) Price inequalities that seem likely to restrict 
profits of major units in the industry. 


Production Handicaps 


Because non-ferrous metals are so essential for 
such major industries as automobile manufacturing, 
building construction and public utilities, restora- 
tion of normal production requires solution as rap- 
idly as possible of production problems. The prin- 
cipal handicap is a shortage of labor. But price 
ceilings which present a barrier to wage increases 
represent the fundamental economic stumbling 
block. Price adjustments would quickly pave the 
way for an enlarged labor supply. Political pres- 
sure is being brought to bear to enable mining com- 
panies to grant wage increases so as to attract 
greater numbers of employees. There seems to be 
reasonable hope for action on this phase of the 
problem in the near future. 

The entire price control policy, as a matter of 
fact, seems destined for Congressional consideration 
in connection with extending the life of the OPA. 
Early action on this measure is necessary because 
the present law expires June 30 and authority for 
all price control would thereby end unless an ex- 
tension is approved. Subsidies now being paid to 
high cost producers to stimulate production of stra- 
tegic metals derive their authority from the OPA 
legislation. Accordingly, unless these subsidies are to 
be discontinued, Congress must act shortly to ex- 
tend the subsidy program. 

Several fundamental factors have contributed to 
the need for higher prices. Stocks of metals at the 
end of the war were far smaller than had been an- 
ticipated. Even in the case of aluminum, which 
experienced the greatest growth in production dur- 
ing the war, surplus stocks apparently were un- 
important. Rising labor costs also present an urgent 
need for higher prices. 


Short Supplies of Lead 


The supply situation so far as lead is concerned 
has been aggravated by a mine strike in Mexico and 
by strike of employees at smelters in this country. 
Work stoppages such as these tend to reduce lead 
at the rate of 24,000 tons a month. The govern- 
ment stockpile of lead was estimated to have been 
reduced to less than 50,000 tons at the end of Feb- 
ruary. There has been no opportunity since then 
to increase the supply so that reserves of this im- 
portant metal have fallen virtually to an irreducible 
minimum. Hence, the need of finding a solution to the 
production problem is becoming increasingly urgent. 
Because restoration of normal production of 
motor cars is so dependent on an adequate supply 
of lead for storage batteries and of copper for elec- 
trical equipment, it would be logical to expect gov- 
ernment agencies to evolve at least a temporary 
solution for non-ferrous metal producers. As a 
guess, this may include small increases for lead and 
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zinc as well as continuation of a subsidy program. 
Presumably, purchases of Latin American copper 
will continue at least as long as international diplo- 
macy remains so disturbed and the need for enlarge- 
ment of strategic metal stockpiles seem so apparent. 
Although an arrangement such as this would be 
disappointing for the larger and most efficient pro- 
ducers of copper and lead, nevertheless, it would 
serve as a temporary measure that might be endured 
pending final elimination of all existing price con- 
trol regulations stifling production. 

Settlement of the controversy over silver prices is 
not so easy to foresee. Western Senators favor an 
increase in the official Treasury buying price to 
$1 or even $1.29 an ounce. Representatives of the 
industrial East, however, oppose authorization on 
the ground that it is economically unnecessary. The 
Treasury still has a large surplus that could be 
disposed of without loss at the price of 71.11¢ which 
has prevailed for several years. Moreover, it is 
contended that an advance is not needed to stimu- 
late production of silver inasmuch as this metal is 
recovered chiefly as a by-product of mining lead, 
zinc and copper. Silver commands a price of 80¢ 
to $1 an ounce in the world market, however, (chiefly 
because our Treasury accumulated all available for- 
eign supplies before the war) and silver Senators 
accordingly point to the world market as justifica- 
tion for a boost in price at this time. A compromise 
probably would satisfy demands of the silver bloc 
and at the same time would provide a basis for 
stimulating production of metals so urgently re- 
quired by industry at this time. 

Of the several metals in this group, aluminum 
appears to have the best growth prospects. Be- 
cause of its light weight, it is being used in larger 
quantities in construction of busses, trolley coaches 
and ralroad equipment where weight is an important 
factor in operating costs. Bus manufacturers nat- 
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B3 


Sharp reduction in production in 
prospect with elimination of war 
business. Lower earnings and pos- 
sible moderate reduction in dividend 
may result. 





Reduced demand for aircraft and 
other armament items indicated, 
Higher wages mean narrower mar- 
gins. Dividend still seems secure, 





Further slight reduction in earnings 
should not crove serious threat to 


current dividend rate. 


Promising outlook for increased lead 
output and more favorable margins 
in Mexico should sustain earnings 
and dividends. 





c2 


More favorable prices needed to 
stimulate output and improve earn- 
ings to justify hope cf a higher 





‘B2 


secure. 


dividend. aa 


Tense international situation 
strengthens need for larger copper 
stockpile which should favor Latin 
American output. Dividend seems 
Operations even at reduced rate 
should be sufficient to cover con- 
servative dividend requirements. 
Big development in view. 





B2 


B—1 


Prospect for higher rate in steel 
production is favorable. Competi- 
tion increasing. Higher costs may 
not imperil regular dividend. 





Increased emphasis on_ industrial 
activities and better’ efficiency 
should encourage hope of higher 
dividend. Alert management. 





Prospects favor moderate improve- 
ment in output and maintenance of 
higher dividend. Canadian gold de- 
velopment promising. 





Higher prices needed to encourage 
larger output and sustain dividend 
coverage’ for this high cost pro- 
ducer. 





Peacetime demand likely to com- 
pare favorably with war needs. 
Tax relief should improve earnings 
outlook. Dividends not earned. 





~ B2 


Urgent industrial needs should com- 
pel solution of wage and price prob- 
lems. Molybdenum output helpful. 
Dividend seems secure. 
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C3 


~ B2 


Continuation of production premiums 
or rise in copper prices needed to 
assure satisfactory results. Divi- 
dend outlook uncertain. 





Outlook for this high cost producer 
more uncertain because of doubt 
over domestic copper prices. Divi- 
dend outlook poor. 


Strong financial position gives divi- 
dend security and assurance of 
weathering current price adversi- 
ties. Strong management. 





B2 


Earnings and dividends dependent 
on int of i from 
major investments in metal and oil 
producers. 








B2 





Relief from price squeeze in fabri- 
cating operations needed to assure 
satisfactory results and dividend 
maintenance. 


Keener competition from major fac- 
tor in aluminum indicated now that 
armament output has ended. Divi- 
dend reasonably secure. 








B) 


Strong statistical position in lead 
encourages hope of wider marain 
and improved earnings. Higher 
dividend possible. 








50. 32 28.5 


1.5 


c+3 


Prospect slightly more encouraging 
than last year but conservatism of 
management may delay action on 
dividend resumption. 





Be? 


Maintenance of high rate of opera- 
tions in steel would encourage hope 
for earnings improvement and at 
least a modest dividend. 





* After allowing for prior obligati 
t 1944. 
(a) Before depletion. 


ons. 


(b) 
(c) 
(e) 


For 12 months ended June 30, 1945. 
For 12 months ended September 30, 


1945. 


For 12 months ended August 31, 1945. 
(f) For 12 months ended November 30, 1945. 


(g) None available for common. 
E Estimated. 


N.A. 


Not available. 
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urally turned to aluminum for sidings and panel- 
lings as soon as supplies were available at the end of 
the war. They were surprised to learn that alumi- 
num sheets were scarce and difficult to obtain. 
Fabricators apparently are unable to promise de- 
liveries in less than six to eight months. This situa- 
tion may change for the better after wage adjust- 
ments that would induce increased productivity. The 
steady decline in the price of aluminum to a level 
which competes actively with alloy steels and other 
heavier metals has greatly enlarged its potential 
market. This development should prove favorable 
for leading producers of aluminum whose facilities 
were so greatly increased to meet military aircraft 
requirements. 


Value of Output 


In the matter of value of- production in this 
group, copper appears to hold first rank. Domes- 
tic copper production, assuming output may 
average 1 million tons annually, would have a value 
of about $240 million. Domestic lead output fell to 
an extremely low level last year but normal output 
of about 600,000 tons would have a value of slightly 
more than $100 million on basis of 814c a pound 
which probably represents about the average price 
for 1945 after taking into account subsidies paid by 
the government. Zinc output had an indicated value 
last year of about $112.5 million after making allow- 
ance for subsidies paid for high cost production. 
Silver output under normal conditions probably 
might be estimated at 65 million to 75 million 
ounces. Even at $1.29 an ounce, the value would 
fall short of $100 million. Post-war demand for 
aluminum, according to a recent survey, may attain 
a total of 1.5 billion pounds over the next five years ; 
possibly 2 billion pounds if the present price of 15 
cents a pound is lowered to 10 cents. 


More important, however, than value are the dis- 
tinctive qualities of various metals. Thus far noth- 
ing has been discovered to replace lead in making 
storage batteries which form an essential component 
of motor cars and trucks as well as 


brass which is composed ot 70 per cent of copper and 
30 per cent of zinc. Brass is used in large quanti- 
ties in plumbing supplies as well as in manufacture 
of motor cars and in power generating equipment. 

Because of unique chemical characteristics, zinc 

probably could not be readily replaced in photo en- 

graving and in various uses to which it is place in 

manufacture of rubber tires and in special die cast- 

ings. It is used chiefly for galvanizing steel and 

iron to increase protection against rust. Galvanized 

sheets are used for roofing by the building industry 

and also for numerous small consumer goods prod- 
ucts. 

Copper is one of the most widely used industrial 
metals. Its consumption has been observed to follow 
closely the trend of activity in heavy industries. 
Some economists have argued that this metal is vul- 
nerable to competition from lighter materials, in- 
cluding aluminum, magnesium, plywood, plastics, 
etc., but in many of its principal uses copper has 
qualities that cannot be replaced. In early postwar 
years, for example, it seems logical to anticipate in- 
dustrial requirements in the usual ratio to heavy in- 
dustry volume. 

Principal producers of non-ferrous metals in- 
clude: American Smelting & Refining, U. S. Smelt- 
ing, Refining & Mining, Anaconda Copper Mining, 
Kennecott Copper, Phelps Dodge Copper, Cerro de 
Pasco, St. Joseph Lead, Howe Sound, Hudson Bay 
Mining, Aluminum Company of America, Aluminum 
Ltd., Federal Mining & Smelting and Bunker Hill 
& Sullivan. 

American Smelting & Refining has substantial 
lead production in Mexico. It is always difficult to 
place too much reliance on operations south of the 
Rio Grande but in recent years, conditions have 
shown encouraging improvement. If this trend 
should continue, American Smelting stands to bene- 
fit to an important degree from development of 
Mexican properties. 

U. S. Smelting, Refining & Mining is generally 
considered the largest silver producer in the world. 


This company also is (Please turn to page 794) 





railroad and marine motive equipment. 
Lead also is essential for cable cover- 
ings because of its low melting point 
and extreme pliability. In the whole 
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field of plastics, nothing has been = 


found so suitable as this metal for this 
particular use. Hence, it is vital in 


construction of the electric power e80 








transmission lines and communication 
facilities. No substitute has been 
found as satisfactory as lead as an in- 
gredient in house paints and in pro- 
tective coatings for iron and steel. 
Construction projects undoubtedly 
would be retarded without a sufficient 
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supply of lead for mixing with house 
paints. 
Zinc appears to be slightly less es- 


sential than lead but no substitute has 
been found for this metal in producing 
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Divergent 
Drenils 
For 


Office 
Equipments 


By GEORGE V. MATHIS 


j = PERSPECTIVE during the next few years 
for the makers of office equipment appears to 
hold above-average promise. Although volume oi 
this industry normally equals less than 3% of the 
volume of all manufactured products, the sales horizon 
is exceptionally broad and latent demand is impres- 
sive. Indeed, what the makers of machine tools are 
to the producers of consumer durables, makers of 
typewriters, cash registers and the like are to prac- 
tically every form of business enterprise. This 
means, granted a period of dynamic business activ- 
ity, that these basic office essentials will not only be 
in heavy demand for replacements, but by a legion 
of newly established or expanding concerns as well. 


_ Main question is the current status of this variable 


industry, and how well should it prosper in postwar? 
Established reputation for skill in precision work 
brought a major upsurge in volume of special mili- 


_ tary orders during war years to the leading con- 


cerns in this industry, and with varying effects upon 
their net earnings. Despite the impact of rising 


' costs, tight Federal pricing policies, and in most 


cases heavy taxes, working capital of the few out- 
standing leaders in the industry rose consistently. 
This circumstance has proved especially beneficial, 


for right after VE day, Govern 
ment permission to resume output 
/ of normal products gave most of 


the concerns a headstart with their 
reconversion program. After VJ 
day, naturally, military cancella- 


the picture. As readjustment of 
machines to civilian production 
was more than ordinarily com- 
plicated and raw materials were 
in scant supply, the last six 
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The development of new, and improvement of old, 
office machines will generate large post-war demand. 


months of 1945 were not generally satisfactory, 
however, from the earnings viewpoint, judging from 
what reports have appeared to date. And since the 
beginning of the year, the steel strike has not helped 
matters. But now that this tragic interruption has 
been overcome, production should rapidly soar to 
well above prewar levels, given no further barriers 
arising to check the trend. 

The factor of wage costs in this industry is more 
than usually important, these having increased 
about 30% during war years, and normally account- 
ing for near 50% of all manufacturing costs. Re- 
liance upon highly skilled labor in some instances 
has pushed the percentage mentioned up to around 
even 80%. While a few leaders like International 
Business Machines Corporation are understood to 
have made satisfactory wage agreements with their 
workers, the current wave of wage disputes may yet 
remain to reach other leading components of the 
industry. Unless OPA comes to the rescue, there- 
fore, some evidence of a cost-price squeeze may 
emerge in the near term months. 

Offsetting potentials, on the other hand, may 
present themselves through tax relief, technological 
improvements in machinery and increased “know- 
how” gained by wartime expe- 
rience. Furthermore, and unlike 
many other industries, manufac- 
turers of office equipment enjoyed 
quite good earnings as a rule in 
the 1936-39 period, most of the 
concerns in fact doing rather 
better in those years than under 
the handicaps of war production. 
While this fact might well prove 
a deterrent to hopeful price boosts 
from OPA, it does point to wider 
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profit margins when operations are 
confined to normal output. The out- 
look for improved volume compared 
with prewar also should tend to lower 


BUSINESS MACHINES GROUP VS. 
M.W.S. 300 STOCK INDEX 








unit costs, and that sales gains will be- ™ ° 
come realistic can hardly be doubted. o% 
Unless operating costs soar more than —— 

seems likely, margins could shrink 250 300 STOCKS ,- A 


slightly compared with those of near 
term years in prewar, and yet widen in 
relation to those achieved since Pearl 
150 
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Harbor. In this event, final net of the 
leading concerns should trend upward 
when production gets into its full 
stride, and more liberal treatment of 
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: : 50 
shareholders is not an unlikely assump- 


tion. 

That no mere optimistic guess is the 
basis for predictions that volume in 
near term years will exceed all peace- 
time records is shown by the large 
backlog of orders already piling up on company 
books. Even at the start of the current year, these 
were at a record high compared with any prewar 
experience and according to the most conservative 
surveys, domestic requirements are so clearly 
marked that fully two years of peak production will 
be needed to meet them. In such reckonings no 
account is taken of potential export orders, 
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although from Latin-American countries a substan- 
tial demand will arise. As for countries across the 
Atlantic, some time may elapse before normal de- 
mand again becomes expressive, for the reason that 
industrial rehabilitation over there is sure to be slow. 

Considering that to win the coming battle against 
mounting costs, every sizeable enterprise will have 
to lean heavily upon (Please turn to page 794) 





Position of Leading Manufacturers of Business Machines 








Net 1936-9 
Company 


Assets* Net Net E.P.T. 


—_—_—————- In Dollars Per Common Share-———— 


Current Avge. 1945 1945 1945 
Dividend Price — _ Ratio % Rating 





Addresso-Multigraph ............ $7.83 $1.72 


$1.60J1 $2.09 $1.00 











Int'l Business Machines (b).. __...... (e) 8.36 ve 02(e) 16.00t 


Burroughs Adding Machine .. 5.45 1.00 54 None -40 


4.89 la) 


= Divi- 
Price dend Invest- 


Recent Earnings Yield ment COMMENTS 











B—2 A eens maker - of addressing and dupli- 
eating outlook, 
strong cash | position, suggest “well main- 
tained dividend. 


$35 21.9 2.8 





17 31.4 2.3 B2 Fourth largest maker of office machines. 
Well entrenched trade repute, and pros- 
pective heavy demand enhance prospects. 
Dividend secure. 











204 29.0 2.3 A2 Outstanding manufacturer. electrically op- 
erated nt and tabulat- 
ing cards. No change in dividend likely 
in near term. 














X National Cash Register ... 14.81 1.71 1.33 None 1.25 


40 30.0 3.1 B2 Largest producer of cash registers in 
world. Barring strikes, net earnings sheuld 
trend up. Dividend probably secure. 





Remington Rand .................... 2.55 1.35 





1.20(a) 


35 14.4 3.4 B2 Important maker typewriters, electric 
shavers and other devices. Improved finan- 
cial structure, diversification enhance out- 
leok. Dividend safe. 








Royal Typewriter .................. 6.80 1.51 1.12J1 None .60 





Smith (LC) & Corona .......... 17.23 2.42 1.81Je -29 1.50 





Telautograph  ..............::cc00 1.54 -52 oan 12 40 





X Underwood Corp. .............. 23.28 4.18 3.04 None 2.50 


26 23.2 2.3 B2 Ameng three largest typewriter makers. 
Earnings erratic but favorable prospects 
lend speculative appeal. Small dividend 
may continue. 





37 20.5 4.0 B2 Specialize in typewriters and supplies. 
Overhead heavy but volume prospects 
near term goed. Fair chance that divi- 
dend may improve. 





W 14.2 3.6 B—2 Maker of electrically inscribed handwriting 
facsimiles. Leases stabilize earnings. Good 
record favors ti dest dividend. 








69 22.7 3.6 A2 Ranks high among typewriter makers. Ex- 
cellent earnings record, bright prospects 
make a medium term dividend raise not 
unlikely. 








* After allowing for prior obligations. 
t 1944, 


(a) Plus 5% stock. 





(b) - figures adjusted for 5 for 4 split Jan. 
1946. 


(c) For 12 months ended September 30, 1945. 
(e) None available for common. 


Ji—Fiscal year ended July 31, 1945. 
Je—Fiscal year ended June 30, 1945. 
Mr.—Fiscal year ended March 31, 1945. 
X—See Intreduction—Page 765. 
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Ke-appraisal of MOTORS 


and Accessories 


By ROGER CARLESON 


FF ». 


Labor strife and parts shortages have resulted in a 
slow start for the automobile industry this year. 


i WOULD REQUIRE an expert oracle to pre- 
dict full year operating results for 1946 in the 
automobile industry. Directly or indirectly ham- 
strung by strikes or shortages at the outset of the 
year, first quarter progress earlier defined as through 
the valley of transition now proves to have been 
more like a deep gorge. Signs that the industry is 
headed out of its predicament, however, are not lack- 
ing although at best a good many months yet must 
pass before normal production becomes realistic, as 
assuredly it will. Until that happy day arrives, 
therefore, shareholders in the leading concerns must 
anticipate that reports of earnings durirg the first 
and second quarters will be extremely variable, and 
punctuated with negative profits here and there. A 
rapid pick-up thereafter, however, seeems more than 
likely and, given a little patience, holders of auto- 
motive shares may view the future with warranted 
optimism. Indeed, average results for all of 1946 
could turn out much better than present gloomy 
prophets might allow. 

While the longest strike in the history of the auto- 
motive industry has stagnated all operations of 
General Motors, its end has now come and the same 
thing will soon be true of important accessory 
makers like Timken and others. Ford, Hudson and 
Chrysler, of course, have settled differences with 
their workers and are all set to go. Trouble is that 
labor difficulties are likely to spring up soon with many 
parts suppliers heretofore untouched by this prob- 
lem, and as their number runs into the thousands, 
weeks and months may elapse before the complex 
interrelations of the giant industry achieve a satis- 
factory basis. Unless the major car producers, 
therefore, are uncommonly resourceful, their output 
may be restricted by lack of a single essential part, 
and how long these uncertainties will require for 
clearance is anyone’s guess. Certain it is that be- 
fore leaving the factory, all cars and trucks must 
have a full complement of functioning devices and 
necessary equipment. ‘Thus just how speedily pro- 
duction will increase is unpredictable, and until the 
rate of output really does begin to soar it is foolish 
to assume that operating income may soon again 
approach impressive levels. Later on we will discuss 
net earnings potentials. 

In considering the current situation as regards 
materials, the outlook has both its encouraging and 
more dismal aspects. Settlement of wage wrangles 
in the steel and glass industries is a most construc- 
tive factor. Output of steel ingots by the big sup- 
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Position of Leading Automobile and Auto Parts Companies 
































Invest- 


dend ment 
Yield Rating 


COMMENTS 





Ranks second in automotive field. Wage 
disputes settled, price increase likely. 
Strong cash position favors continued 
dividend. 

Al World's largest unit among car makers. 
Broad _ diversification supports volume 
prospects. Costly strike may result in 
lower interim dividend. 

cl All set to get moderate share promising 
business. Longer range prospects uncer- 
tain. Little prospect of immediate divi- 
dend. 


C+1 Car popular with rather limited clien- 
tele. Medium range outlook holds prom- 
ise. New cost problems obscure pros- 
pects for small dividend. 

cl Relatively small unit in industry. Earn- 
ings record not impressive. Diversifica- 
tion may enhance volume but no divi- 
dend likely yet. 

BI Front rank truck maker of established 
repute. Minor reconversion problems and 
bright prospects assure dividend con- 
tinuance. 





B—1 Well diversified maker of cars and re- 
frigerators. Amply financed and good 
dealer set-up. Favorable outlook sup- 
ports modest dividend. 


























In Dollars Per Common Share— Price 
Net 1936-39 Earn- 
Current Avge. 1945 1945 Recent ings 
Company Assets* Net E.P.T. Dividend Price Ratio 
X Chrysler Corp. ............ $44.82 $9.68 $.03 $3.00 $123 14.3 2.4% BI 
X General Motors .............. 16.67. 3.93 4.200) 3.59% 3.00 72 17.1 
Graham Paige ...c................ 52 def..5) “st ))ONE O48 
Hudson Motors .................. 13.63 def. 1.23 Nonet .40 29 61.6 
Mian WANN a arseisecsceeesns. 3.11 def..98  .62(a) Nonet Nil 9 14.5 
X Mack Trucks 0.0... 57.12 ——*1.03 19.20t 3.00 70 15.0 
Nash-Kelvinator _................ 5.81 def. .43(a). .58Se None 50 23 39.6 2.2 ~~ 
ain... 0 1.20t 15 11 84.6 
Hi RN cncacascnccsncsscacscen 13.16 def. 1.01(b) 3.91(a) 5.50t 1.50 27 69 
CONOR mnctecccseseeseccccsenn 11.92 ~—-«.47 5.01t .50 29 19.7. 
White Motor coocccscccccccccces-- “37.18 def.1.55 J0.30t 1.25(x) 38 9.3 
Willys-Overland _................ 8.27 .55(b) 1.14Se 6.21 Nil 21 18.4 
American Bosch ................ 7.37 def. .73 7.30t 50 2459.9 
X Bendix Aviation .............. 27.36 2—St«2:«LB 6.38(b) 28.79t 2.75 52 ~~ 8.1 
Bohn Aluminum ................. 20.10 3.04  5.56(b) 17.00t 3.00(y) 63 11.3— 
X Borg Worner ................. 19.60 3.29. +«-2.88la) (12.84t 1.60 46 16.0 





3.09 2.82(a) 4.02 2.50 5318.7 














X Bower | Roller Bearing.. ; 13.47 

Briggs Mfg. ..s....ssssscccse000 14.17 2.88 631t 2.00 48 208 
Briggs & Strution................ 9.58 3.22 N.A. 2.00 60 19.6 
NI Sec cceica “saaca (f) def..54 def..0%a) 3.91 — .25 aw 





* After allowing for prior obligations. t 1944. N.A.—Not Available. 


(#)—None available for common. 
Se—Fiscal year ended September 30, 1945. 
X—See Introduction—Page 5. 





C+1 Long established in bgp J car field 
° 


and leading maker marine engines. 
Should prosper during near term years. 
Dividend speculative. 





C+1 Wartime profits strengthened finances but 
trade position unimpressive. Competitive 
aspects obscure dividend potentials. 





B—1 Aggressive and well financed maker of 
cars and trucks. Likely to do well dur- 
ing coming boom. Current dividend 
seems safe. 





BI Prominent in truck field and plans to 
ma buses. Prospects above-average 
and finances in good shape. Dividend 
appears secure. 


cl Output of civilian jeeps may produce 
large volume but will require time for 
assurance. Current capital needs cloud 
dividend prospects. 








C+2 Specialist in accessory field. Pre-war 
earnings variable but medium term higk 
demand may sustain moderate dividend. 
A leading supplier of accessories with 
strong trade connections. Ample work- 
ing capital and promising future. Divi- 
dend fairly safe. 








B—1 Well entrenched producer aluminum parts 
for cars. Prepared to provide specialties 
for other fields. Reasonable outlook for 
dividend stability. 





BI Long established accessory maker with 
good background. Production well di- 
versified. Chances for sustained dividend 
promising. 





B2. Growth potentials ; for this specialist 
carry appeal. Is expanding facilities to 
meet prospective demand. Dividend safe. 








BI Largest maker automobile bodies and 
steel parts. Strongly financed buf prog- 
ress hampered by strike wave. Dividend 
outlook uncertain. 





B—2 Leading maker of locks and gasoline en- 
gines. Reconversion problems light, pros- 
pects good. Dividend reasonably secure. 





C—1 Aggressive producer automobile bodies 
and railway cars. Large backlog orders 
and dua! production enhance potentials. 
Dividends speculative. 








(Continued on following page) 


(x)—Plus 10% Stock. (y)—Includes $.75 payable January 2, 1946. 
(a)—For 12 months ended September 30, 1945. 


(b)—For 12 months ended June 30, 1945. 
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Position of Leading Automobile and Auto Parts Companies 


{Continued from preceding page) 








Cu- -wt Avge. 
Company Assets® Net 


In Dollars Per Common Share— 
936-39 


1945 
Net 





1945 
E.P.T. 


1945 


Dividend 


Recent 
Price 


Price 
Earn- 
ings 
Ratio 


Divi- 
dend 


Yield Rating 


Invest- 
ment 
COMMENTS 





Budd Wheel $1.60 $.38 





$1.37(a) 


$4.51t $ .60 


$25 


18.2 


2.4% 


C+2 Ranks third as maker of wheels, hubs, 
brakes. Well entrenched position favors 
prospects good volume. Dividend prob- 
ably secure. 





Campbell, Wy. & Can....... 1.56 


2.16(a) 


2.40t 


32 


14.8 


3.9 


C+2 Leading supplier iron alloy castings. Ur- 
gent demand outstrips cdpacity. Likeli- 
hood of favorable earnings assures divi- 


dend. 





X Clark Equipment 2.86 


5.85 


3.00 


61 


10.4 


4.9 


B2 Important maker of truck axles and 
housings, drills and other products. 
Prospective demand bolsters chances for 


continued dividend. 





Cleveland Graphite Bronze 15.53 3.73 





3.65 


N.A. 2.00 


64 


17.6 


3.1 


Ranks high as producer of ong bear- 
ings. Earnings stabilized by heavy re- 
placement demands. Well financed. Divi- 
dend probably secure. 





Collins & Aikman 


4,63(c) 


Nonet 


48 


10.3 


2.0 


Chief supplier of automobile upholstery. 
Prospects during coming boom favor 
well sustained earnings. No change in 
dividend apparent. 





X Eaton Mfg. 2.74 


4.86 


10.58 


62 


12.7 


4.8 


B2 Strongly entrenched maker of valves, 
springs and axles. Good prospects of 
well sustained sales and earnings. Divi- 


dend seems safe. 





X Electric Auto Lite .......... 


3.30 


3.76 


11.27t 


68 


18.0 


3.7 


B2 Leading maker of electric equipment for 
automobiles. Strong trade position en- 
hances volume potentials. Dividend sta- 


bility indicated. 





X Electric Storage Battery 32.44 2.06 


2.20 


4.67t 


50 


22.8 


4.0 


B2 Largest producer of storage batteries. 
Raw material supplies a current problem 
but medium range outlook excellent. 


Dividend seems assured. 





Houdaille-Hershey 1.48 


1.44 


75 


w 
te 


3.3 


C+2 Long established maker of various parts 
and accessories for cars. Capital en- 
hanced by sale of securities. Dividend 


not widely earned. 





Kelsey-Hayes B ae 


3.48Ag 


17.53 1.50 


23 


6.6 


6.5 


Well ranking maker in its special field. 
Ample volume appears certain, and 
earnings should trend upward. Dividend 
prospects fairly good. 





Moter Products 1.56 


2.58Je 


2.61Je 


1.61 


27 


10.4 


3.7 


C+2 Well financed maker of automobile parts 
and frozen food equipment. Outlook 
bright in medium term. Dividend pros- 


pects fair. 





4.39 1.20 


36 


11.5 


4.0 


C+2 An important maker of wheels and 
drums with well diversified other lines. 
Finances, outlook good. Dividend prob- 


ably secure. 





2.44 


10.22t 1.12V2 


43 


17.6 


2.6 


Supplies large volume brake linings to 
automotive trade and many specialties 
to other industries. Dividend prospects 
good. 


B2 





Reynolds Spring 


-57 


def. 


None 1.00 


24 


4.1 


C+2 Second largest meker of upholstery 
springs. Earnings variable but near 
range prospects favorable. Dividend not 


too well assured. 





X Spicer Mfg. .................00 2.86 


11.24Ag 


30.00 


83 


7.3 


3.6 


B2 Maker of numerous automobile parts. 
Promising outlook in medium term. Satis- 
factory wartime earnings may continue. 


Dividend apparently secure. 





Stewert Werner -85 


1.15) 


22 


19.1 


4.5 


Well rated and broadly diversified maker 
+ bil ies @ 


of a n 
durables. Variable earnings record but 
dividend probably safe. 








Thermoid Corp. 19 


-89(a) 


-69t -50 


16.6 


3.3 


Maker of asbestos, rubber and plastic 
specialties. Prospective high level de- 
mand may improve drab prewar record. 
Dividend stebility uncertain. 





Thompson Preducts 2.68 


3.55 


None 2.00 


55 


15.5 


3.6 


B2 among makers of valves, 
Volume potentials bright in 


Dividend seems assured. 


Ranks well 
pistons, etc. 
medium term. 

Finances strong. 





X Timken Detroit Axle 22.66 2.18 


5.11Je 


12.14 2.00 


42 


8.2 


4.7 


B2 Important supplier of axles for trucks, 
buses and tractors. Also makes oil burn- 
ers. Should prosper in near term years. 


Dividend safe. 





X Timken Roller Bearing... 1.40 2.99 


2.42(a) 


2.80t 2.00 


58 


23.5 


3.4 


B2 Top ranking maker anti-friction bearings 
for automobile industry and many others. 
Good prospects lend assurance of con- 


tinued dividends. 





* After allowi 
(f)—None available for common. 

Se—Fiscal year ended September 30, 1945. 
X—See Introduction—Page 765. 

(a)—For 12 months ended September 30, 1945. 





for prior obligations. t 1944. N.A.—Not Available. 


(b)—For 12 months ended June 30, 5 
(c)—For 12 months ended November 30, 1945. 
Je—Fiscel year ended June 30, 1945. 
Ag—Fiscal year ended August 31, 1945. 
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| pliers in rapidly nearing record peacetime dimen- 
| sions, and stocks of sheet, strip and plate steel are 
appearing in generous quantity. Forging steel, 
however, only represents a few weeks’ supply, and 
foundries throughout the country report even scan- 
tier stocks on hand. Labor shortages are seriously 
preventing the accumulation of adequate copper for 
the makers of radiators, and imports of this metal 
to cure domestic deficiencies are far from a desirable 
oal. Strikes in Mexico have checked the inflow of 
lead for batteries, although makers of these essen- 
tials in 1945 surprisingly enough succeeded in turn- 
ing out almost 17,500,000 as had been their hope. 
As for brass mills, they can’t find enough workers 
with sufficient skill, and the supply situation is so 
tight that rationing may have to be resumed. 





Aside from bright spots in the steel and glass 
fields, the tire manufacturers furnish grounds for 
real optimism. Strike threats no longer cloud the 
picture; the makers of synthetic rubber tires slipped 
easily from record war production to supply civilian 
needs for urgent replacements and to assure auto- 
mobile manufacturers that their new cars will be 
able to roll. Naturally the tire supply is still far 
short of the pressing demand, but the suppliers 
promise that, barring the unforeseen, 1946 output 
should total around 65 million units. 

Despite lame excuses by Administration officials 
in Washington that enforced wage increases need 
apply only to restricted segments of the industry, 
the general upsurge in wage costs is pretty certain 
to be felt by every unit in the automotive industry, 
from integrated manufacturers to the legion of parts 
makers and even down to the dealer level. Some 
progress in price establishing by OPA is evidenced 
by current front page news, for pending announce- 
ment of new prices to offset already granted wage 
increases by Ford, Hudson and Chrysler, Federal 
permission has been granted to these concerns to sell 
their cars on the basis of an elastic ceiling. That 
is to say, while the purchaser pays the existing ceil- 
ing price, he will be billed later for any increase 
which may be established 


Higher Wages Come First—Prices Later 


Due to the stubborn refusal of OPA to grant any 
price increases until after wage settlements have 
been made by the applicants, manufacturers have 
been placed in a desperate quandry to determine 
how much they can afford to raise operating costs 
and yet stand a chance of functioning safely. True, 
they are vaguely assured of ability to sustain earn- 
ings on a level comparable to 1936-39 through pos- 
sible price gains; but while to the investor “earn- 
ings” mean final net, for some reason OPA arbi- 
trarily twists the term into “taxable earnings.” 
And in the 1936-39 period Federal taxes averaged 
about 17% compared with 38% in 1946. Such re- 
strictions and policies of course may be altered by 
Congress in coming weeks, but presently they have 
prolonged wage disputes and hampered the return 
to all-out production, not to mention creating an 
eclipse over near term profit potentials. 
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In some respects the automotive industry is so 
well buttressed that its shareholders in turn may 
regard the current upset with warranted composure 
and focus more rationally upon promising prospects 
in the near future. For one thing, the enormous ex- 
penses of actual reconversion from military pro- 
duction to a normal status as of prewar were 
legally cushioned by Congressional action last fall. 
As reconversion is now practically complete, com- 
pany auditors are able to compute all costs inci- 
dent to removal of machines used in military produc- 
tion and the restoration of facilities for normal 
output. Inasmuch as this industry, more than any 
other in our economy, underwent broad dislocations 
in converting to aircraft and other military output, 
the cost of readjustments to a prewar basis has 
been enormous. Within carefully defined limits, 
however, these very large sums can now be charged 
against taxable income in the current year. As a 
result of this bookkeeping, plus the impact of strikes 
and shortages upon operating income, some sizeable 
claims for tax refunds under the “carry back” privi- 
lege will be constructive. 

Where reconversion expenses have involved the 
purchase of new machinery and equipment or the 
expansion of facilities, wartime accumulation of 
‘ash reserves for this purpose have broadly facilitated 
the process. General Motors, for example, at the 
end of 1944 had rehabilitation reserves of over $70 
million expendable for these very purposes. Some 
idea of the modernization of facilities for the entire 
industry may be gained by reports that orders for 
new machine tools and (Please turn to page 796) 
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FOR THE 


MOVIES 


By J. C. CLIFFORD 


HE MOTION PICTURE industry is justified in view- 
j ipa the current outlook with comparative equani- 
mity. So far the industry has not been plagued by 
troublesome and restrictive conditions experienced in 
other sectors of the industrial front, and there is 
nothing present in the outlook at this time to sug- 
gest that this immunity will be seriously disturbed. 
It is not intended to imply that motion picture pro- 
ducers do not have their problems; they do. But on 
balance they are outweighed by favorable factors 
and to the advantage of earnings and dividend 
prospects. 

The popularity of motion pictures in the enter- 
tainment field remains unchallenged, and during the 
war the industry cashed in when other forms of pub- 
lic entertainment were restricted. More people 
went to the movies in 1944 than in any previous 
year, while last year, with a sharp upsurge in the 
final four months, total attendance was moderately 
above the previous year when weekly attendance 
averaged 100,000,000 admissions. In 1936-37 week- 
ly attendance averaged about 90,000,000 persons. 


Attendance Outlook Favorable 


A conservative approximation of current attend- 
ance figures would indicate some decline from the 
recent peak levels. That such decline, however is 
likely to be small is suggested by the prospective 
high level of employment. and higher wage scales. If 
such proves to be the case, there is unlikely to be 
any considerable pressure on admission prices, as a 
means of stimulating attendance. Over an extended 
period it has been found that attendance at motion 
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picture theatres, and 
by the same token, rey- 
enues of leading pro- 
ducers, have expanded 
or declined with the 
fluctuation in public 
spending power, .e., 
income payments to 
individuals, less taxes, 
Income payments to 
individuals in January 
of this year, according 
to the Department of 
Commerce, totaled 
nearly $13 billion, 
only 3 per cent less 
than in January a 
year ago. After seas- 
onal adjustment, the 
January figure was 
equivalent to an an- 
nual rate of $155.6 
billions. In 1944, 

record year for the 
motion picture indus- 
try, income payments, 
less taxes were $140 
billion. Even if the 
current figure now in- 
dicated is reduced ap- 
preciably by later returns, it would still be suffi- 
ciently large to insure very satisfactory attendance 
and revenues for the industry. Of further encour- 
agement also is the fact that for many persons taxes 
this year will absorb a smaller slice of their income. 

Doubtless encouraged by their post-war prospects, 
all leading producers of motion pictures have laid 
out ambitious production schedules. The million- 
dollar feature is back and budgets have been gen- 
erously expanded, some to the point of extravagance. 
But it is not always the money spent in the pro- 
duction of a feature which determines its box-office 
success. Some of the most expensive productions in 
the past have been dismal failures, while some of the 
so-called “B” pictures have been heavy earners. 

A major, if not the principal, factor affecting 
the success of producers, in terms of the dollars and 
cents of revenues, earnings and dividends, is their 
relative skill in selecting the subject, the cast and 
the treatment, and 
relating them _ to 
public tastes — no- 
toriously fickle — so 
effectively that 
scores of millions 
will be attracted to 
theaters. This con- 
dition not only 
makes for keen com- 
petition in bidding 
for suitable materi- 
al acting talent and 
competent directors 
among leading stu- 
dios, but it also in- 
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troduces an intangible “artistic” factor, very diffi- 
cult to appraise at any given time. 

At one time, Loew’s overshadowed the other lead- 
ing producers by the consistency with which it was 
able to turn out box-office “hits”, but in more recent 
years Other leading producers have appreciably 
raised their average, apparently through the simple 
expedient of paying more heed to public tastes. 
With more superior productions to their credit, some 
of the former laggards have been able to register 
impressive gains in their income accounts in recent 
years. 

In common with many other leading industries, 
the motion picture industry has had a complement 
of strikes, and expenses have been increased all along 
the line from materials and equipment to high priced 
stars. Increasing emphasis on color features will 
also add to production costs. Because of the rigid 


nature of such costs as taxes, particularly on theater 
properties, rentals, talent contracts and studio fa- 
cilities, the industry will have to rely principally 
upon sustained high box office returns to absorb 
these larger inroads. Lower corporate taxes this 
year will also bring timely relief. 

Rentals received from features exhibited in for- 
eign countries have always made important contri- 
butions to the earnings of the motion picture in- 
dustry. Income from this source in pre-war years 
accounted for about a third of all rental receipts 
and about 12 per cent of the gross income of the 
industry. Right now, however, the future status of 
American films in a number of foreign markets 1s 
clouded by uncertainty. There is, of course, the ex- 
change problem arising from internal fiscal policies 
but the industry does not view this phase of the situ- 
ation with alarm and has expressed its willingness to 
forego immediate payment (Please turn to page 797) 





In Dollars Per Common Share 
1936-9 1945 1945 


NetCurrent 
Assets* Avg. Net Net &.P.F. 


$1.26 


$20.00 


$2.9b6Je 


Columbia Pictures(a)....... 


3.29(b) 


General Precision Equip..... 1.34 


X Loew's ae 





Paramount Pictures............... 1.08 4.22(b) 


Dividend Price 


> 2 . . . . ’ 4 
Position of Leading Motion Picture Companies 


Invest- 
ment 
Rating 


Divi- 
dend 
Yield 


——— Price 
Recent Earnings 
Ratio 


1945, COMMENTS 





8.8 With outlook favoring well sustain- 


ed earnings, weight is given to the 
possibility of some increase in 
present conservative dividend. 


$ .33 $26 1.2% C+? 





Large deferred demand for com- 
pany‘'s products and expansion into 
new fields give promise to earnings 
prospects. Higher dividends likely. 


1.00 36 10.9 





Company's outstanding record of 
sustained earnings give shares a de- 
gree of investment quality. Regular 
dividends likely to be augmented by 
extra this year. 


1.42 37 14.5 





Company has made marked prog- 
ress in strengthening finances and 
capital structure. Good earnings 
forecast but higher dividends may 
await further debt retirement. 


2.8 





1.68(b) 





N.A. 


Earnings may exceed $2 this year. 
Company has made convincing prog- 
ress both tradewise and financially. 
Common dividends likely to be ini- 
tiated this year. 


11.3 saad C+2 





-89 1.00E -53t 





Growing popularity and improved 
quality of color films augurs favor- 
ably for further earnings gains this 
year. A higher dividend would be 
warranted. 


2.1 c+ 


_ 


-50 24 = 26.6 





3.15 4.68(b) 


Controls large theatre chain. Earn- 
ings have been substantial in recent 
years accompanied by improved 
finances. Recent increase in divi- 
dend well supported. 


4.5 








20.23 def. 1.92 





Universal Pictures................. 4.860c 4.87 


New acquisitions, tax relief, and 
favorable earnings outlook enhance 
prospects of good dividend cover- 
age and possible extra. 


42 8.6 











Warner Bros. Pictures............ -70 75 





2.67Ag 2.94 


Marked progress in debt retirement 
and build-up cash reserves fully 
warrant the recent dividends at in- 
dicated 50-cent quarterly rate. 
Earned 1.18 vs. 0.63 cents in De- 
cember quarter. 


Nil 





t 1944. 


* After allowing for prior obligations. 

(a) Figures adjusted for 50% stock dividend. 
(b) For 12 months ended September 30, 1945. 
(c) None available for common. 

(d) Two dividends of 50 cents each have been paid this year. 








E—Estimated. N.A.—Not Available. 
Je—Fiscal year ended June 30, 1945. 
Ag—Fiscal year ended August 31, 1945. 
Oc—Fiscal year ended October 30, 1945. 
X—See introduction—Page 765. 
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CANADIAN PACIFIC PERPETUAL 4's: The demand 
for Canadian Pacific Railway bonds have carried 
this company’s 4% debenture stock which is traded 
asa bond, up from a low of 96% registered in 1945 
toa high of 120%4, last 120%. The demand evi- 
dently reflects the earnings and financial progress 
made by the Canadian Pacific System during the 
war and the satisfactory outlook for operation. The 
§357,3835,729 of debenture stock, of which $295,- 
438,229 is held by the public and the balance 
pledged, constitutes a first lien on the properties of 
the road, subject to $3,517,577 annual rentals. 
Canadian Pacific’s gross earnings in 1945 reached 
$316,109,358 and interest requirements were earned 
by a wide margin. Net earnings after all charges 
and taxes amounted to $36,054,334. Despite the 
heavier tax burden and sharply increased operating 
expenses, the System’s debt has been reduced by 
$135,000,000 since 1939. Besides its railway earn- 


Pacific derives consider- 


ings, Which normally exceed fixed charges, Canadian . 


advance made in August, 1944. Funded debt has 
been steadily reduced and the $9,100,000 outstand- 
ing in the hands of the public, with the earlier 
maturity of $1,750,000 in 1957, is less than half the 
figure of 1938. Since then annual interest charges 
have been cut by an amount equal to a year’s divi- 
dend requirements on the preferred stock. Last 
year, a dividend of $1.25 was paid November 15th 
on the preferred stock, the first since May 15, 1944. 
This year, the company paid $1.25 January 15th 
and another of the same amount on February 15th. 
Over 50% of the outstanding common stock is 
owned by the United Fruit Co. 


BETHLEHEM STEEL CORP.: This company will re- 
deem on April 1, 1946, all of its serial debentures 
due August 1, 1946 through August 1, 1952, in- 
clusive, at 100 and accrued interest to the redemp- 
tion date. Payment will be made at the corpora- 
tion’s New York Office and no refunding is involved. 











COLUMBIA PICTURES 


able income from ocean 

and inland waterway , : . CORP.: Mag- 
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sperations and news, | 4, Recent Cal Curent | issue of February 16th, 
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position of the pre- 
ferred shares. Holders 
of the debentures may present them for redemption 
on or after April 1, at the Girard Trust Co., Phil- 
adelphia, Pa. 


INTERNATIONAL RAILWAYS OF CENTRAL AMER- 
ICA PREFERRED STOCK: This company in 1945 
had the best net income since 1929. Earnings were 
equal to $20.76 a share on the outstanding $5 par- 
ticipating preferred stock, on which dividend 
arrears amounted to $34.75 a share on December 
31, 1945. Revenues in 1945 were 20% higher than 
in the preceding year and net income in January 
this year was said to be substantially above that for 
the corresponding month of 1945. The banana 
traffic, because of greater availability of ships, 
furnished the heaviest portion of the increase. How- 
ever, operating costs have been increasing and last 
year the company raised wages of its employees in 
Guatemala and FE] Salvador, following a substantial 
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of information now ad- 
vises that these warrants expire January 15, 1952 
and cannot be extended beyond that date. 


VIRGINIAN RAILWAY CO.: This company has an- 
nounced that definitive bonds of its issue of first lien 
and refunding bonds, series B, 3%, due May 1, 
1995, are now available in exchange for temporary 
bonds at the City Bank Farmers Trust Co., New 
York City. - 


TAMPA GAS CO.: This company has called for re- 
demption on April 1, 1946 at 105 plus accrued in- 
terest, its first mortgage 514% sinking fund bonds 
due 1956 and its 5% sinking fund bonds due 1961. 
Company also has called for redemption on April 1, 
1946, its 8% preferred stock at 110, plus accrued 
dividends, and its 7% preferred stock at 105, plus 
accrued dividends. Bonds will be paid at the princi- 
pal office of the Real (Please turn to page 800) 
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EDITORIAL: 


HE LARGEST DIVIDENDS in success and hap- 
piness are the reward of those who are 
willing to invest extra effort. 

In the performance of our allotted tasks it 
does not suffice merely to complete them with as 
little effort as possible, knowing full well that an 
extra effort would have meant a better and 
more thorough job. Do you know a man who 
has reached a point where he is content to 
rest on his oars and drift with the tide? Then 
you know a man who is devoid of purpose 


The Extra Effort 


That is the time to take inventory—and it is 
almost certain that many ways will be found 
which will not only improve your work, but 
make it a more stimulating and satisfying 
experience. 

Life is unavoidably repetitious in many re- 
spects, but it is dull only to those people who 
make no move to vary it or energize it with 
interest. The willingness to make an _ extra 
effort, not only in your work but in your per- 
sonal relationships, will endow you with re- 





or ambition. 


newed hope and 


At some time all 
of us may feel that 
our daily work is 
dulled by monot- 
ony—vwe have that 


“in a rut’”’ feeling. 


780 





e This Department is dedicated to serve men in building up a 
reserve through every known means that will create stability— 
bringing the comforts and joys of life—and happiness. 

It’s our contribution, too, toward the firming of the foundation 
of our economy so that we will retain our status as free men and 
women in a new world. 

To you, our subscribers, we extend an opportunity to assist in 
spreading this doctrine toward security and right thinking—in 
the schools and universities, and in your own homes and offices. 

We are happy to cooperate and serve. 


C. G. Wyckoff, Publisher. 
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spirit — the foun- 
tainheads of ambi- 
tion and _ achieve- 
ment. 

It has been truly 
said that he* who 
cuts his own wood 
is twice warmed. 
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I’ THERE TOO MUCH “red tape” involved 
where do I apply what is the interest rate 
... how much can I borrow . . . how do I repay 
the loan . these are some of the pertinent ques- 
tions which Veterans of World War II are asking 
about the home loan provided for under Title III 
of the Servicemen’s Readjustment Act of 1944 (GI 
Bill of Rights). The ex-GI is wary of anything 
bearing the brand “government issue” and, of 
course, he has good reason after being entangled 
too long in a confining world of uniformed 
bureaucracy. In spite of rumors to the contrary, 
the GI Home Loan is a good deal and the former 
Serviceman should take advantage of it if he wishes 
to become a home owner and does not have the bank- 
roll to pay cash for his property. Constructive 
criticism and new legislation have brought improve- 
ments which have eliminated most of the “red tape” 
—the sole important complaint about the GI Loan. 
Progressive home financing institutions now plan 
for approval of loans within one week to 10 days of 
application. After sweating out a discharge that 
brief period can be bridged by the ex-GI without 
drawing a breath. 

Uncle Samuel is not the paymaster this time and 
you have the convenience of selecting and dealing 
with a local financial 
institution that is best 
fitted to advise you on 
your personal plans. 
An honorable _ dis- 
charge is your ticket 
to eligibility under the 
GI Bill of Rights and 
you qualify by having 
had 90 days or more 
service after Septem- 
ber 16th, 1940. Serv- 
ice of less than that 
period is permissible 
if discharge was due 
to an injury or dis- 
ability incurred in the 
line of duty. Those 
having discharges 
other than honorable 
(but not dishonor- 


able) are required to 
1946 
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Financing a new home for the veteran 
will have full Government assistance. 


* L * yY F 


* G.I. Home Loan * 


* * * x * 


By NATHANIEL M. GIFFEN, JR. 


apply to the Administrator of Veterans Affairs for 
a certificate of eligibility. A person on terminal 
leave or anyone hospitalized prior to final discharge 
is eligible. If you are an American citizen who 
served with an Allied Government in World War II, 
you also are eligible for this most liberal home 
financing plan. 

You may present your discharge certificate and 
home owning intentions to your savings and loan 
association, bank, insurance company, credit union 
or mortgage and loan company. These organiza- 
tions advance the loan and the Government guar- 
antees the lending institution against loss up to 
$4,000 (or one-half of the amount of the loan— 
whichever is less). Combined with your good credit 
standing, this guarantee makes your home owning 
venture an excellent investment for the financing 
institution. In providing the guarantee for protec- 
tion of the lender, Uncle Sam established for you a 
low maximum interest rate of 4% per annum—a 





rate only obtained previously on very choice loans 
in residential financing. And, these “select loans” 
usually involved substantial down payments on 
homes while you have the opportunity of borrowing 
up to 100% of the government-approved appraisal 
of the property. 


There’s no limit to the amount of 


money advanced un- 
der the GI Home 
Loan. However, loans 


inexcess of $15,000 
must have prior ap- 
proval by the Veterans 
Administrator. 

A monthly pay- 
ment of only $31.68 
will repay a $6,000 


mortgage under the 
maximum repayment 


term of 25 years. A 
25 year old applicant 
can make a definite 
date with debt-free 
home ownership at 50 
years of age. It’s a 
nice thing to contem- 
plate with prospects of 
existing on a Social Se- 


(Turn to page 798) 
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Vlioked A, ih van tages 


OF 


LIFE INSURANCE 


SETTLEMENT OPTIONS 


~~ + @& 


By EDWIN A. MULLER 


6 inane AVERAGE OWNER of life insurance policies has 
rarely if ever read his policy to determine its con- 
tents. A life insurance policy is a contract enumerat- 
ing a number of clauses which in turn state the 
benefits available to not only the insured but the 
beneficiary or beneficiaries he himself has named. A 
study will further disclose a contract once established 
makes certain promises and moreover guarantees 
these promises by contract. The type and scope of 
performance is determined by the instruction of the 
owner of the rights in the policy. I say this because 
the owner of the rights in a life insurance policy is 
not always necessarily the insured himself. 

An individual who has acquired property makes a 
will which sets up a distribution plan in the event 
of his death. Such an instrument accomplishes certain 
objectives of the maker of the will and makes effi- 
cient and economical distribution which would not 
be the case if he died without a will. 

Similarly the settlement options in a life insurance 
policy accomplish certain objectives of distribution 
of the policy benefits and provide efficient and eco- 
nomical distribution in the event of death of the 
insured. Just as not making a will is inefficient and 
burdensome, so is the payment of substantial lump 
sums to beneficiaries under life insurance policies. 

A brief examination of the use of the settlement 
options in life insurance policies as an effective and 
efficient distribution method of policy proceeds 
should be of keen interest to our readers. Life in- 
surance policies are property just as real estate, 
stocks, bonds or any other real property are so 
classified. By far and large the greater amount of 
life insurance proceeds are payable to women as 
beneficiaries, and payment to them can and will pro- 
vide them with definite advantages if distribution is 
made utilizing the settlement options contained in 
the policies. Distribution of the proceeds can be ar- 
ranged to a beneficiary providing a guaranteed 
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income which the beneficiary cannot 
outlive and which cannot be obtained 
in any other investment or property. 
An analysis of a life insurance policy 
shows that the advantages offered by 
settlement options are numerous. 
Among them we find the unique abil- 
ity to guarantee specific amounts for 
varied periods of time—even for the 
lifetime of a given beneficiary. No 
other assets of an estate of an in- 
dividual have any such outstanding 
transfer benefits and advantages. 
From the standpoint of economical] 
and inexpensive administration costs 
the life insurance distribution, utiliz- 
ing settlement options has no peer. It 
requires no administrators or execu- 
tors bonds, court costs or other legal 
and appraisal expenses, or even com- 
mission fees. The usual estate expenses of adminis- 
tration vary from 4% and upward, while under life 
insurance settlement options there is no such expense. 


Payments to Fit Specific Needs 


Life insurance under settlement option distribu- 
tion can provide varied methods of payment to fit 
specific needs and requirements. For instance it can 
liquidate a mortgage on a home, it can provide edu- 
cational payments through college for children, it 
can retire a partner’s interest in a partnership at 
full and fair value, it can guarantee an income to a 
man’s wife throughout her lifetime and then con- 
tinue an income also to the children after the wife’s 
death. In other words settlement options provide a 
transfer of property with the maximum certainty 
and most economical] distribution method. A greater 
estate benefit also is accomplished from the legal 
standpoint by incorporating the so-called Spend- 
thrift Clause which as used in State of Connecticut 
is as follows: “It is agreed between the Company 
and the policyholder: That any funds retained by 
the Company in accordance with this agreement may 
be mingled in whole or in part with its general cor- 
porate funds as a part thereof; that no beneficiary 
shall have the right to assign, anticipate, alienate 
or commute the payments becoming due, or his or 
her right, title or interest therein, except as may be 
specifically provided herein; that all moneys payable 
or retained hereunder, whether of principal or in- 
terest, shall be free from claims of creditors of the 
beneficiary or beneficiaries and from all legal process 
to levy upon or attach the same; that this agree- 
ment shall be subject to, governed by and construed 
in accordance with the laws of the State of Con- 
necticut; and that all payments hereunder shall be 
made at the Home Office of the Company in Con- 
necticut, where this agreement is made and is to be 
performed.” 

Thus life insurance property when distributed to 
members of the insured’s (Please turn to page 798) 
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Photo 63 Cushing 


More people than ever before have become 
potential investors in sound securities. 


OLLOWING THE SAME pattern as in World War I, 

large numbers of people have acquired War 
Bonds during the past four years and have thus 
had what they regard as their first experience as an 
investor. As a matter of fact, everyone with a 
savings account or life insurance policy is indirectly 
an investor. Savings banks invest depositors’ funds 
in mortgages and securities and insurance com- 
panies invest the premiums paid by policyholders in 
a like manner. 

The point is that just as the end of World War I 
ushered in an era of unprecedented growth of public 
investment in corporate securities, there again 
promises to be a marked resurgence in the ranks of 
new investors, clearly foreshadowed by the huge 
accumulation of war time savings. 

In the creation of an estate, savings accounts and 
life insurance are two major steps. Investment in 
sound securities—bonds and stocks—is the third. 
Savings accounts are in effect a liquid reserve, 
readily available in any financial emergency; life 
insurance safeguards the future welfare of your 
family in the event of untimely death; and an in- 
vestment program may be so designed as to provide 
a continuing income and growth of capital. 

Successful estate building makes heavy demands 
on individual judgment — particularly the invest- 
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By ROBERT PITMAN 


ment phase. ‘The purchase of securities should never 
be undertaken by the inexperienced investor without 
the benefit of competent advice. 

One of the first decisions with which an embryo 
investor will be confronted is the choice of securities 
between bonds, preferred stocks, and common stocks. 
All three groups have a full complement of pros and 
cons, the weight of which will vary with the objec- 
tives and circumstances of the individual. 

It is presumed here that the investor is familiar 
with the fundamental characteristics of the three 
security groups and that he is debating how best to 
initiate and develop his own program—tailor-made 
to fit his needs. 

Bonds are to be preferred when ultra safety is 
the prime consideration. It should not be inferred 
that all bonds are of high grade calibre—they range 
in quality from gilt-edge to highly speculative—but 
the best bonds offer the greatest degree of capital 
protection, and from that standpoint are in effect 
superior to either preferred or common stocks. 

But in return for this high factor of safety, the 
investor must pay a premium by accepting a lower 
income yield. Right now bonds are selling at the 
highest levels on record, and by the same token the 
income yield has dropped to an_ historical low. 

Highest grade bonds are selling at prices which re- 
turn a yield of only 214 per cent, and even less in a 
number of instances, while issues of lesser quality 
yield only about 344 per cent. Moreover, the cir- 
cumstances responsible for high bond prices and 
low yields, and which were born Government policies 
designed to enable the sale of Federal securities on 
a low interest cost basis, coupled with the pressure 
of supply and demand forces, appear unlikely to be 
significantly altered in the near future. 

Thus, the investor today who may wish to place 
some portion of his savings in corporate bonds must 
face the fact that he must acquire such bonds at 
virtually the top of a twelve-year rise in bond prices. 
Naturally, he is bound to be more than a little wary. 
If he remembers his financial economics, he knows 
that bonds being a loan to the issuing company, 
their price and yield, other things being equal, will 
be governed by the trend of interest rates. Even if 
it is granted that no appreciable rise in interest 
rates, with a corresponding depressing effect on 
bond prices, is likely in the near future, neither is 
there much chance that interest rates will go lower. 

Sach being the case, the investor might well ask, 
who then is buying bonds at current inflated prices. 
The answer is large (Please turn to page 800) 
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The Market And Russia is not too good. Remember the _ reflects an improving supply of | /™ 
If there was any “villain” in ¢Xport-boom rise of the autumn smaller types of hard goods, such sork 
te Nebruary market crack it was 0! 1999, when the U. B. wango- as hardware and tires. The diver- _ 
Chester Bowles and OPA. The ing to stay neutral? Remember gence will become more marked as | “®S 
more recent secondary sell-off the “phoney war" of sparring— production of all types of con- | ™ 
could be blamed on Stalin. Yet, ®@2d the surprised nosedive of | sumer durable goods gets pro- 4 
grave as the crisis in Big Three May, 1940? We hope and guess gressively larger. Hard goods oe 
relations seemed, the averages did that things will » rk out not too _ are believed to be relatively some- ve 
not break their previous lows. In- badly, but _ only Stalin knows what more vital to Montgomery fe 
deed, a rally soon carried them what Stalin’s next move will be Ward than to Sears, Roebuck, ce 
higher than they had been just 14 the devious Communist game. — though neither company breaks 
before “what about Russia?” be- ‘his column makes no pretense to down’ sales, publicly, in these ae 
came the leading boardroom surefootedness outside of our own terms. That seems a good reason a 
topic. The market is saying, or backyard. for the recent superior market ac- his 
| hoping, that this particular crisis Shi tion of W ard, Jd his company = 
will blow over without war. The ift In Trade might well earn $7.50 to $8.50 a e 
timidly low volume on the rally For a long tiie the sales gains share this year, against a little Di 
might imply allowance for future of the mail order companies ran Ver $4 (estimated) for the fiscal 
crises. Put it that the market is behind those of retail trade gen- Year ended January 31. On that 
whistling, kind of softly and ten- erally. Now the reverse is true. basis the stock looks reasonable ; dle 
tatively, in the dark. Its pro- This shift, which most any intel- but dividend policy of the Avery cly 
phetic record on foreign doings ligent person could have foreseen, '™anagement leans to the con- th 
servative side—too much so, some th 
people believe. And good earn- wi 
INCREASE IN EARNINGS SHOWN IN RECENT REPORTS ings are most bullish only when % 
dividends are_ proportionately by 
— sere good. Ward, like most other big u 
Barker Bros. Corp. Year Dec. 31 $2.50 $2.40 si: pean <a 5 
| chains, has expansion plans, and ti 
Braniff Airways, Inc. oor 85 17 expansion costs money. lb 
Carnation Co. 3.63 3.34 We Wonder , 
Consumers Power Co. ........cccccccccesseeeeeee = ” ud 27 2.00 : 7 ’ 
; he Ties About expansion ambitions of e 
Sunray Oil Corp. al - retailing companies—we wonder 
Westinghouse Elec. & Mfg. ...............-..+ * ta ee 2.03 1.94 a bit. Assuming management is ( 
American Laundry Machinery ................ Aes 2.02 1.94 not incompetent, sales and profits 
lee ae tO aie ions 281 1.63 depend almost entirely on con- 
sumer income. When that is ( 
General Time Instruments .................... he) = alee 2.98 2.42 high, it does not take a merchan- 
Pet Milk Co. > oer 2.71 1.87 dising genius to make big profits ; 
and when it is low, the best man- 
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agement cannot do a great dea! 
about it. Expansion can only be 
on a high-cost basis now, and the 
catching up boom will not last 
forever. On a long-term basis, 
the return on added capital in- 
yestment is bound to be less than 
the comparable return on old 
capital investment. We can think 
of certain merchandising com- 
panies with indifferent or poor 
dividend records before the war, 
but which are now rolling in 
money—and talking of expan- 
sion. Does it take that to satisfy 
the personal ambitions of chief 
executives? Why can not man- 
agements get creative satisfaction 
out of paying stockholders the 
largest dividends reasonably pos- 
sible? 





Seeing Is Believing 


We pointed out here not so 
many weeks ago that Western 
Union was in no position to ab- 
sorb the higher wage costs forced 
upon it, and that the dividend 
was far from assured. Evidently, 
many investors have to get hit 
by a dividend omission before 
they believe it. For many days 
after the handwriting was on the 
wall this stock continued to hold 
above 59. Following the dividend 
omission it slid below 37. This 
column thinks that is a liberal 
valuation. Can you expect lower 
costs in the foreseeable future, or 
higher rates, or any large vain in 
present volume? We can not. 


Dividends 


So far this year favorable divi- 
dend changes have exceeded re- 
ductions or omissions by about 
three to one. The majority of 
the latter have been in metal- 
working lines, especially machin- 
ery. Increases or extras have 
been most numerous in retailing, 
utilities, chemicals, drugs and 
textiles, in that order; followed 
by paper, printing and _ publish- 
ing, and building materials. 
These run heavily, though not 
exclusively, to “light lines.” Most 
of the increases are rather mod- 
est. If things go as well as most 
forecasters expect, there should 
be a really rich harvest of divi- 
dends in the late months of the 
year. The industrial trend, the 


lividend prospect and the mar- 
ket correction could combine to 


MARCH 30, 1946 








make a base fer a good second 
half-year market — the unions 


and the Russian news permitting. 


Machinery 


Most of the reductions or omis- 
sions of dividends by machinery 
companies have teen due to OPA 
price-profit squeezes rather than 
lack of volume. It could there- 
fore prove a serious mistake to 
got over-bearis}) on this group of 
stocks. There are hints from 
Washington that machinery may 
be decontrolled quite soon, fol- 
lowed by progressive lifting of 
price ceilings o1 pretty much the 
whole field of capital goods. That 
makes sense because prices of 
‘apital goods are not a great in- 
fluence on the cost-of-living in- 
dex. It also makes political sense 
for the OPA to try to impress 
Congress with <s willingness to 
terminate controls voluntarily, 
and to do it were the risk of 
incurring popular disfavor is 
least. That is in capital goods. 
Stocks which have been hurt, 
retarded, most ty OPA factors 
will get the most relative benefit 
in market acticn from easing of 
price regulations or from the 
coming Congressional de-empha 


sis of OPA. 


American Telephone 


There have teen quite a few 
occasions in the tumultuous times 
since the onset of the Big De- 
pression when ile safety of Am- 
erican Telepho °’s famous S89 
dividend seemed verhaps open to 
some question. In each instance, 
of course, the doubters proved 
wrong. Now the question is per- 
tinent again. The Boll System 





faces $150 million a year more 
in payroll, due to ree ent or pend- 
ing wage increases, but the net 
cost after taxes may be $90 mil- 
lion to $109 million. That seems 
fully equalled by the savings re- 
sulting from elimination of the 
excess profits tax. Thus, the em- 
ployees got the tax savings, the 
subscribers get service at no 
higher rates, and the stockho!ders 
vet the $9 dividend as_ usual. 


o 


Pfizer 

With the general market well 
under the bull market high, one 
of the minority of individual is- 
sues which has been able to forge 
ahead strongly to new peaks is 
Chas. Pfizer & Co. This stock 
is being tipped for earnings of 
$4 to $5 a share this vear. While 
that might be possible, this col- 
umn would guess nearer $3.50. 
Even on that basis the stock does 
not look so extreme around 45, 
for chemicals of any quality at 
all often sell at 17 to 20 times 
earn Pfizer, split 3-for-] 


lv. 
last vear, has paid dividends since 
1901, but was not listed prior to 
1942. The company makes fine 


organic chemicals, output going 


to over 6,000 diversified cus- 
tomers. Biggest single markets 
are the food, pharmaceutical and 
beverage industries. Pfizer is the 
largest maker of citrates and 
penicillin, one of the largest 
makers of Vitamin B2. Penicillin 


is mainly responsible for the 
quadrupling of sales since 1939. 
Growth in recent years has been 
mushroom- like, and yet the term 
would be inaccurate; for the com- 
pany is solid and knows its way 
around. 





Amalgamated Leather Co. 
Hamilton Watch Co. .............2..-..-:sseceeee 
International Nickel ..................-..---:0000-+- 
National Ename! & Stamp. ................-.-- 
National Lead Co. .......... ie iceua he 
Southeastern Grevhound Lines* ............ 
American Seating Co. ...............:::2:::000+ 
Dictaphone Corp 
Mack Trucks ... 
Yale & Towne Mfg. 


* Preliminary statement. 





DECLINE IN EARNINGS SHOWN IN RECENT REPORTS 


1945 1944 

Year Dec. 31 $ .30 $ .58 
se ” iy 1.11 1.39 
7 a7 ” 1.58 1.71 
. = ” 5.16 5.72 
mo Pa Es 1.45 1.79 
SS 3.50 3.72 
ss ae 7 1.70 2.30 
ey = Ss 2.74 3.25 
r 2 ” 4.64 6.00 
' wes 3.30 4.00 
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The Personal Service Department of ‘THz Macazine or Wa. Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 
2. Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


envelope. 


3. 
4. No inquiry will be answered which is mailed in our postpaid reply 
5. 


Special rates upon request for those requiring additional service. 





Catalin Corporation of America 


As a subscriber, I would appreciate a 
report on Catalin Corporation of America. 
R.F., Grand Rapids, Mich. 


Catalin Corporation of Amer- 
ica manufactures a plastic, phen- 
olic resin, the base of which is 
phenol and formaldehyde. Prod- 
ucts are used in the manufacture 
of radio cabinets, all types of 
buttons, clock cases, cutlery and 
kitchen utensil handles, handbag 
ornaments, umbrella handles, and 
a great many kindred applica- 
tions. 

Net sales for 1945 amounted 
to $4,387,303.16. Net income 
after taxes, $198,740.32. This 
compares with 1944 net sales of 
$2,925,726.07 and net income of 
$193,122.56. Earnings of 36c a 
share was reported in each of the 
past two years. Capitalization 
consists of 600,000 shares of 
common stock authorized; out- 
standing 536,962 shares; par 
$1.00. Balance sheet as of De- 
cember 31, 1945 showed total 
current assets of $1,459,304.63 ; 
total current liabilities $808,- 
071.51. Net current assets $651,- 
233.12. . 

With a large increase in fa- 
cilities scheduled for the near 
future, demand will require full 
production for a lengthy period 
of time. Earnings should in- 
crease and dividends may be 
raised from the 30c paid in 1945. 


786 


Market range 1945, High 1614; 
Low 7°¢; recent 14. 


Meaning of Current Ratio and 
Price Earnings Ratio 


Will you be so kind as to explain for 
me the meaning of “Current Ratio” and 
“Price Earnings Ratio” that appears in 
your magazine almost every issue. What 
does it mean, and please explain how you 
arrive at those figures. 

J.W., Washington, D. C. 


“Current Ratio” is the ratio 
in a balance sheet between total 
current assets and total current 
liabilities. For instance, in the 
balance sheet of F. W. Wool- 
worth Co., appearing on Page 
630 in the issue of our magazine 
dated March 2nd, total current 
assets are $135,047,000; total 
current liabilities $45,355,000. 
The former figure is approxi- 
mately 3 times total current lia- 
bilities, or a ratio of 3 to 1, in- 
dicating a strong current posi- 
tion. 

“Price Earnings Ratio” means 
that the stock is selling so many 
times earnings. For example, in 
the March 2nd issue on Page 
640, Standard Oil of Indiana’s 
recent market price was 40 and 
1945 earnings were $4.01 a 
share. The price earnings ratio 
was given as 10, i.e., the shares 
were quoted 10 times latest earn- 
ings. This is a conservative ratio 
for a good grade equity and can 
be compared with ratios of other 


oil companies tabulated in the 
same article. 


Prime Investment Bond Yielding 

Better Than Average Return 

I have a question, the answer to which 
may be in your realm; or, at least is some- 
thing on which you doubtless have some 
rather definite opinion. 

The Treasury Department’s campaign 
last year to sell Victory Bonds revealed, 
I believe, a suddenly shrunken interest of 
the public in the “E” Bonds. 

Now that the (shooting) war is over; 
now that most of our “men behind the 
guns” are either back in civvies (if they 
can find any) or will very soon be back 
home, is it not likely that the Victory 
Loan will be the last broad effort of the 
Government, for a long time, anyway, to 
sell Bonds to John Public? Will not the 
essential Bond re-financing be done on an 
institutional basis, or, perhaps, by the 
Federal Reserve without resort to any 
special offering of bonds to the public? 

L.H., Springfield, Mass. 


The Secretary of the Treasury 
announced last August that the 
Victory Loan Drive should be the 
last of the organized drives to 
finance the war effort. At the 
same time, he stated that the sale 
of U.S. Savings Bonds, especially 
under the payroll savings plan, 
would be continued. How long 
the sale of these issues will con- 
tine is a matter of conjecture. 

Many private corporations are 
issuing new, long term bonds 
yielding less than 2.5% and thus 
U. S. Savings Bonds, Series E, 
maturing in 10 years and yield- 
ing 2.9% are becoming more and 
more attractive. 

Millions of our citizens, as war 
bond buyers, have learned the 
value of thrift. They hold the 
soundest securities in the world 
today—securities that will never 
be worth less than the purchase 
price—and which will increase in 
value as they approach maturity. 

They should be encouraged to 
hold the bonds they now have and 
to buy more, as the opportunity 
to buy such prime investment, 
yielding so high a return, may 
not continue indefinitely. 
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Keeping Abreast of Industrial 
- and Company News - 







Continued pressure by industry upon Congress to curb price controls is 
reaching the mark. Paul Porter, new OPA chief, promises near term relief for many 





lines, but thinks he can hold the line on food, rents and clothing. Makers of 
capital goods and consumer durables appear slated for practical help. 

Perusal of annual reports is awakening shareholders on a broad scale to 
their potential political power in steering the economy onto a sane basis. 

William P. Witherow, for example, president of Blaw-Knox Co., warns his stockholders 
that they are vitally concerned in the critical situation created by present OPA 
policies. Mr. Witherow is quite right, too. 

Harvey S. Firestone, president of The Firestone Tire and Rubber Company, 
is an optimist over his industry's productive capacity, predicting that output in 
1946 will soar 30% above any peactime record. But lest people forget the acute 
situation after Pearl Harbor, he advocates establishment of a big stock pile to 
assure permanent safety should another emergency arise. 

Tendency of several nations in Eastern Europe to nationalize their oil 
industry has created serious problems for American concerns in this business over 
there. According to B. Brewster Jennings, president of Socony Vacuum Oil Co., 
future of his concern in those areas is now based entirely upon politics. 

Although for the past twelve years Puget Sound Pulp & Timber Co. has not lost 
a single day's operation through strikes or shut—downs, wage boosts granted in 1945 
will increase production cost of pulp by $2.25 per ton. Since 1940, says Fred S. 
Stewart, president, wages of workers receiving less than $13 per day have risen 
from 67.5 cents per hour to $1.05. 

Despite Western Electric Company's huge wartime output of military items, 
sales of normal items to the Bell Companies during four years totalled $663.7 
million, an extraordinary achievement. This portion of volume covered equipment 
for long distance lines mainly, as civilian needs had to be disregarded. 

Large scale expansion to treat scrap copper promises to bolster profits for 
Calumet and Hecla Consolidated Copper Co. as time passes. The company has 
established a special department for this side line. Pure scrap is converted into 
marketable shapes and a leaching process prepares the impure stock. 

The Ford Motor Co. is now rapidly speeding up production, current output 
having already passed the daily mark of 2500 completed units, as the company 
produces much of its own steel and glass. By May, this concern expects that 
100,000 cars will roll off the assembly lines during the month. 

Less optimistic is American Bosch Corporation, which reports that under 
the handicaps of rising costs, material shortages and price restrictions it is 
impossible to foretell when current operations will pull out of the red. But better 
times are on the horizon for the accessory concerns like Bosch. 

Every year since -1929 Consolidated Edison Co. of N. Y. has progressively cut 






































rates for its customers. Savings by this process in 1945 amounted to $6 million and 
in comparison with 1929 saving based on one year of customer use are estimated 
at $42,250,000. . 
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--@ellulose acetate so light that a woman can balance four cubic feet on her finger tips, 
yet so strong that luggage made from the material will easily sustain a man's 
weight. With strength and a weight less than cork "CCA" should be in wide demand 
for refrigerators, airplanes, panels and houses. 


Despite all the hysteria over strike disputes and pessimism over prices, 


relatively few shareholders in some of our major corporations appear anxious to part 


With their securities. U. §. Steel, for instance, reports that as of February 8 
its holders of common stock numbered 165,685, a decrease of only 423 since last 
November. 


Unusual confidence in high level activities during the next four years for 
the capital goods industry is expressed by an economist for the International 
* Statistical Bureau. Compared with prewar, volume should soar by more than 100%, 
this Mr. Zelomek predicts, and regardless of foreign developments at that. 











Plans by United Fruit Co. for the current year include a substantial 
expansion program. The company expects to make capital expenditures in the tropics 
of $15.4 million in 1946 and $22.6 million for new ships. Management of. this concern 
envisages a great future for trade with the Carribean countries. 





Replacement of obsolete sleeping cars assures good business for the 
car building industry. Latest figures show of that 7000 sleepers now on the tracks, 
less than 9% have been built during the past 14 years, and the average age is well 
over 25 years. 


Judging from a recent survey by the Tile Council of America, the flush 
farmers throughout the country plan to spend over $1 billion annually for moderniza— 
tion of their homes. Among other improvements to be made, demand appears well assured 
for about 800,000 tile baths and showers in rural homes. 








First railroad coal car to be made of aluminum alloys has made its debut in 
the yards of the Pittsburgh and Lake Erie R.R. Experts of the Aluminum Company of 
_ America foresee a life of more than 30 years in hard usage for this lightweight carrier. 


At the end of the war, firing capacity of the U. S. Navy had increased to a 
point where in fifteen seconds, with all guns working, enough steel would hurl 
through the air to equal the capacity of 112 freight cars. And the steel industry 
amply provided the wherewithal. 











Business outlook for trailer coach makers has been enhanced by the apalling 
shortage in homes. It is reported that the industry's backlog orders now amount to 
about 75,000 units, equal to nine month's production. Shortage of materials, 
however, will temporarily hold output way down. 





Trans—Continental Gas Pipe Line Co. of Texas has offered the Government 
$40 million for three big pipe lines built at Federal expense in war time at a cost of 
$152 million. To transport gas rather than oil in the "Big Inch" and "Little Big 
Inch" lines to the Eastern seaboard, the bidders say they would have to spend an 
additional $40 million for alterations. 





ee Pressed Steel Car Co., Inc., of Pittsburgh has taken steps to expand its 
facilities. Arrangements have been made to acquire all the assets of Mount Vernon Car 
Mfg. Co. of Mount Vernon, I1l., long established at this location. 


In drastically curtailing the use of grains by the liquor Industry in the 
production of alcohol, the Government may have overlooked the by-product returned to 
farm markets. From these, Schenley Distillers Corporation alone produced more than 
527 million pounds of animal and poultry feed during war years. 
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A remarkable new plastic has been developed by the du Pont Company, a cellular 
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+* She Business Analyst 





SUMMARY 


MONEY AND CREDIT —Treasury announces further 
cut of $2 billion in the national debt, to be effected 
through cash retirement on April Ist of a like amount of 
1/8°/, Treasury certificates. This wi'l make a total re- 
duction of around $4.75 billion within less than two 
months, bringing the Federal gross debt down to approxi- 
mately $275 billion. Since these redemptions involve a 
corresponding decrease in the Treasury's cash balance, 
there will be little if any resulting change in the net debt; 
but an annual interest saving of $58 million. 


TRADE—Owing to the later Easter this year, department 
store sales in the week ended Mar. 9 were only 14% ahead 
of the like week a year ago, compared with a cumulative 
increase of 17°/, for the year to date. 


INDUSTRY—Following settlement of the steel strike, 
there has been a sharp rebound in business activity to a 
level only 3!/,% below last year at this time. On a 
dollar, labaadl of physical volume, basis this means that 
the national gross product is now running at only a little 
more than 1°%, below last year. It may surpass the war- 
time peak after major labor-management sore spots have 
been healed. 


COMMODITIES—The M. W. S. index of raw materials 
spot prices has again risen to a new high since its incep- 
tion in 1932, owing to ceiling price advances of 75 cents 
for pig iron and 3 cents for wheat and corn. 
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Following settlement of the steel strike, there has been 
a sharp rebound in the nation's volume of business to a 
level only 3!/,°%% below last year at this time. On a 
dollar basis, this means that the National Gross Prod- 
uct (consumer, Government, and business expenditures) 
is now at a rate only a little more than 1% below last 
year. It may well surpass the war-time peak after major 
labor-management disputes have been settled. 


* * 


According to Labor Secretary Schwellenbach, only 
300,000 are at the moment out on strike; but the result- 
ing sense of temporary relief is clouded with anxiety over 
other critical disputes still in progress and threatened. 


* * 


Continuing work stoppages at farm implement factor- 
ies threaten to curtail production of foodstuffs of which 
there is desperate world-wide need. Urgently required 
supplies of non-ferrous metals are being choked off by 
strikes at smelting and refining plants. Among the 
more serious walkouts scheduled for April are those of 
railway trainmen, bituminous coal miners, and Pacific 
Northwest loggers. The latter would tie up close to a 
third of the nation’s lumber supply. 


* * 


The General Motors Strike, involving 175,000 
U. A. W.-C. I. O. members, lasted 113 days and is 
estimated to have cost the company $600,000,000 in 
unfilled orders, the workers $140,000,000 in lost wages, 


(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Month Month Ago _— Harbor 
MILITARY EXPENDITURE (tf) $b < a3 0.64 0.66 1.79 0.43 : 
Cumulative from Mid-1940............ .13 330.6 © 329.9 262.4143 tia time Geage 789) 
retailers more than $100,000,000 in sales com. 
FEDERAL GROSS DEBT—$b 13 278.0 278.1 234.1 55.2 | missions; plus indirect losses by parts manufac- 
turers, advertising channels, suppliers of steel 
MONEY SUPPLY—S$b and other material—a total of around $1,000. 
Daniend Depeuie~40t: Citins....... 2B 37.7 37.4 37.6 24.3 | 900,000. Proportionate losses must have been 
Currency in Circulation........cccsc ag 27.9 28.0 25.8 10.7. | sustained in the General Electric strike, which 
lasted 57 days. 
BANK DEBITS—13-Week Avge. . 
New York City—$b ST gaa aaa eau ot ase _ = 3.98 In a recent address before the New York 
sais tiacit octumantaaaens a = ns _— ae Credit Women's Group, Dr. Joseph J. Klein, a 
former president of the New York State Society 
INCOME PAYMENTS—Sb (cd) sje ‘aa? 13.36 8.11 of Public Accountants, disproved the C. |. O. 
“emo . ena tet stteneeaeseneeees re = poe soon charge that corporations profit through Excess 
Farm Marketing Income (ag)........ 1.54 1.79 1.57 1.2| | Profits Tax Refunds by shutting up shop. In 
Includ'g Govt. Payments (ag)........ 1.65 1.80 1.66 1.28 | all instances a company earns most by producing 
as much as possible. Tax refunds may reduce, 
CIVILIAN EMPLOYMENT (ch) m 5407 51.4 52.1 52.6 | but can not fully offset, losses sustained by not 
Agricultural Employment (cb)... 6.8 7.2 7.2 8.9 | operating. Confirmation of this may be seen in 
Employees, Manufacturing (Ib). 12.0 11.9 15.6 13.6 | the speed with which concerns are getting back 
Employees, Government (Ib)...... 5.5 5.8 5.9 4.5 | into production after strike settlements. 
UNEMPLOYMENT (cb) m 3.0 2.6 0.8 3.4 a 
FACTORY EMPLOYMENT (ib4) 121 122 163 147 Several companies have reduced or passed 
ee Eee 134 137 220 175 Dividends recently in consequence of losses in- 
Non-Durable Goods .......cccccccccccccsees Ht 110 119 123 curred by shutdowns or retroactive wage _in- 
FACTORY PAYROLLS (ib)4 216 213 337 198 creases; but cash dividends paid in January 
totaled $359 million, an increase of 20% over 
FACTORY HOURS & WAGES (Ib) saci aaailaalaaci 
lon cet Bleach a 41.6 41.2 45.6 40.3 ? . 
Hourly Wage (cents) ...........0.... 99.7 99.1 104.0 78.1 ’ 
Weekly Wage ($)....cccccccccssssseceee 41.43 40.82 47.44 31.79 In a recent speech before a convention of the 
Farmers’ Union, Economic Stabilizer Bowles is 
PRICES—Wholesale (ib2) 108.2 107.6 105.1 92.2 reported to have charged that irresponsible, 
I 8 isi nD OAL AT tg) | OS Oe Oe ee 
only controls between our people and inflation. 
"Lam talking about the lobbyists of the National 
COST OP LIVING (ib3) 129.9 129.9 127.1 110.2 Association of Manufacturers, of the National 
Food . seveeseseseneeaeseeesseecitsenesseneseseceneseses fe ee no 0 Retail Dry Goods Association, some of the real 
— Racivan sorek shores tenenipesienss neat sceres 108.3 108.3 108.3 107.8 estate lobbies; the packers’, textile and dairy 
vf a ae ee als cialis 4 lobbies; the speculators in commodity markets 
and Wall Street." 
RETAIL TRADE $b re e 
Retail Store Sales (cd)................. 8.28 7.04 7.43 4.72 
Durable Goods ..........cccceceeeee 4 = = pen As our readers know, this column holds no 
scp nessa nay oP amma a 0.96 0.74 0.88 0.40 | brief for extremists who would remove, or even 
Retail Sales Credit, End Mo. (rb2) 2.83 2.66 2.69 5.46 | ease, price controls prematurely; but we are 
much concerned over Mr. Bowles’ failure to in- 
clude among his pet peeves the Government 
MANUFACTURERS’ supported, and hence successful, lobbies which 
gr crag on stevens enees no; os ond it are primarily responsible for the present Infla- 
Non-Durable Goods 1 ag) ie Sees atti Pee 
Shipment (cd2)—Total ................ 185 195 261 183 ners, the farm bloc and organized labor. 
en 170 196 356 220 
Non-Durable Goods ..............0.0... 196 194 196 155 . 
Incidentally, on the very day when Mr. Bowles 
BUSINESS INVENTORIES, End Mo. hurled this political broadside designed to shat- 
Seid Gellnd ............... 27.0 27.6 26.6 26.7 | ter the public's faith in private enterprise, Presi- 
—— 166 167 16:7 15.2 | dent Posner of the New York Curb Exchange 
Wholesalers’ .o....ccccccccccccccssecsocess. 4.3 4.2 4.0 4.6 was issuing an appeal to the securities industry 
hae tee Sica’ (it) ase Weal ry 7 ae” ae to use every means at its disposal to help bring 
. Store Stocks (rb)—.............. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor 
BUSINESS ACTIVITY—I—pe Mar. 9 151.7 1499 1589 1418 |... . 
Ewa ye eee War 9 164.4 162.5 170.7 146.5 | inflationary forces under control. Since then, 
Benjamin H. Namm, president of the National 
— PROD. (rb)—+—ap ~ — i po oe Retail Dry Goods Association has declared 
Thue SG ee oer ee . an * 
ers Goods, Mfr. ar. 167 186 345 215 that lifting of all controls now would "touch off 
Non-Durable Goods, Mfr........ 2.00... Jan. 159 156 175 141 the wildest sort of speculation in scarce items, 
CARLOADINGS—t—Total ou 786 782 767 833 fed by the tremendous amount of war savings 
ota ar. : NaS 
Manufacturers & Miscellaneous... Mar. 9 349 339 384 379 in the hands of the public. 
aS ef Ao Mar. 9 122 122 98 156 * + 
CTS eee ety orn re? Mar. 9 47 55 4| 43 
The O. P. A., in interpreting the Administra- 
ELEC. POWER Output (Kw.H.)m| Mar. 9 3,953 4,000 4,446 3.267 _—‘| tion's new Wage-Price Policy, is taking an un- 
SOFT COAL, Prod. (st) m Mar. 9 13.0 12.7 10.8 10.8 | compromising attitude toward private business. 
Cumulative from Jan. Io... Mar. 9 121 108 118 446 Applications for price relief will not be con- 
Stocks, UAC a” SERRA nO ci eae Jan. 46.3 45.7 49.5 61.8 sidered until a concern has achieved its 1941 
PETROLEUM—(bbls.) m output. Then relief will be allowed only if the 
Crude Output, Daily.........0.0.0 0000... Mar. 9 4.4 az ab 4.1 rate of return on net worth, Before Taxes, is 
Gasoline Stocks ............ Mar. 9 104.9 104.5 97.2 87.8 below the 1936-9 average. 
Fuel Oil Stocks........... Mar. 9 38.4 38.4 43.9 94.1 
Heating Oil Stocks Mar. 9 25.1 25.1 26.2 54.8 ni 
LUMBER, Prod. (bd. ft.) m Mar. 9 394 375 523 632 The potential impact of this formula can be 
Stocks, End. Mo. (bd. ft.) b Feb. 3.0 29 3.3 12.6 | appreciated after noting that the current cor- 
porate tax rate is 38%, against a 1936-9 average 
STEEL INGOT PROD. _— m Feb. 3.87 1.35 7.21 6.96 | oe onl 1. le: ilar Seely ae at oie 
Cumulative from Jan. |..... Feb. 5.22 1.35 139 74.69 b a 6%, 5 ies li au if 1936-9 
eyon /o © e rmaily Low - 
ENGINEERING CONSTRUCTION average will be treated as unreasonable. The 
AWARDS fen) Sm “evahala — “aA a8 93.5 average rate of return on net worth reported by 
Cumulative from Jan. | Mar. 14 739 765 319 5,692 
all U. S. manufacturers for the 1936-9 period 
ne (st)+ wi @ 178 199 178 165 was 6.6%. Three-fourths of this would be 
aperboard, New Orders (s ar. e ‘ ces : 
U.S. Newsprint Cons'p'n. (st)}t Feb. 314 311 250 352 4.95%. tn only six of the past 20 years—1930-4, 
Do., Stocks, End Month Pie Feb. 400 401 469 523 and again in 1938—was the net return lower 
Wood Pulp Stocks, End Mth. (st)t+ Jan. 67.0 71.2 76.0 98.5 | than this. It averaged more than twice as 
Cigarettes, Domestic Sales—b........ Jan. 25.2 16.1 20.1 17.1 | much during the war years. 
Whiskey, Domes. Sales (tax gals.)m Jan. 6.1 4.8 5:5 8.1 








ag—Agriculture Dep't. 


b—Billions. 


cb—Census Bureau. 
cdlb—Commerce Dep't. (1935-9—I100), using Labor Bureau and other data. 


cd—Commerce Dep't. 
en—Engineering News-Record. 


cd2—Commerce Dep't. Avge. Month 1939—100. 
l—Seasonably adjusted Index. 











1935-9—100. Ib—Labor Bureau. Ib2—Labor Bureau, 1926—I00. Ib3—Labor Bureau, 1935-9—100. |lb4—Labor Bureau, 1939—100. lt—Long 
tons. m—Millions. mpt—At Mills, Publishers and in Transit. mrb—Magazine of Wall Streeet, using Federal Reserve Board data. np— 
Without compensation for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instal- 
ment and Charge accounts, st—Short tons. t—Thousands. tf—Treasury and Reconstruction Finance Corp. 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
No. of 1946 Indexes (Nov. 14, 1936, Cl—I00) High Low Mar.9? Mar. 16 
Issues (1925 Close—!00) High low Mar.9 Mar. 16 | 100 HIGH PRICED STOCKS... 106.63 97.62 100.61 = 100.12 
300 COMBINED AVERAGE... 186.2 164.5 171.4 = 169.8 100 LOW PRICED STOCKS...... 247.97 202.59 222.45 218.48 
4 Agricultural Implements .... 236.7 204.9 220.2 213.6 6 Investment Trusts 81.6 70.0 72.2 72.4 
11 Aircraft (1927 Cl—100).... 284.4 247.4 262.4 273.1 3 Liquor (1927 Cl.—100) 1185.8 1000.2 1093.0 1075.1 
6 Air Lines (1934 Cl—100)..1208.6 1023.6 1059.6 1065.6 8 Machinery 206.4 181.6 189.2 196.5 
5 Amusement . 180.2 143.7 176.1 177.2 3 Mail Order 163.2 140.3 159.3 156.2 
15 Automobile Accessories .... 336.2 290.0 298.2 292.7 3 Meat Packing 123.1 111.4 114.2 113.8 
11 Automobiles . 62.2 54.2 55.3 54.4 13 Metals, non-Ferrous 299.7 232.1 269.9 263.0 
3 Baking (1926 Cl.—100) ces 23.6 24.1 21.6 22:1 3 Paper 36.8 327 33.6 34.8 
3 Business Machines ..... . 325.0 286.1 301.3 286.1a 23 Petroleum 191.6 175.1 181.9 178.4 
2 Bus Lines (1926 Cl—100) 192.1 176.3 180.8 178.3 20 Public Utilities 156.8 131.2 144.7 143.3 
4 Chemicals ... 258.6 238.3 242.7 245.2 5 Radio (1927 Cl—100) 42.0 35.2 35.9 35.2a 
2 Coal Mining .... eased 32.4 27.2 ZS 27.2a 8 Railroad Equipment 110.6 94.9 97.0 95.1 
4 Communication .........0..... 99.7 82.5 85.9 82.5a 22 Railroads 40.8 34.9 35.4 35.2 
13 Construction . F96 67.9 71.6 70.7 3 Realty 56.7 39.1 46.5 44.8 
7 Containers ....... . 45b-o 384.8 399.3 395.0 2 Shipbuilding 163.7 122.5 160.3 162.1 
8 Copper & Brass . 141.8 108.7 126.0 123.5 3 Soft Drinks .... 614.0 568.5 585.5 575.3 
2 Dairy Products .... 78.1 64.6 75.7 75.2 12 Steel & Iron 145.6 119.1 128.6 126.6 
5 Department Stores .............. 101.9 89.7 96.2 96.3 3 Sugar 88.9 75.7 81.5 79.2 
5 Drugs & Toilet Articles...... 235.1 194.8 232.2 228.1 2 Sulphur 264.1 241.7 258.1 256.6 
2 Finance Companies > 2905 268.9 281.9 279.7 3 Textiles 160.0 126.7 142.0 139.3 
T Food (Brands: ...:c...6.---. . 226.1 205.5 215.0 214.1 3 Tires & Rubber . 47.3 42.5 45.0 45.5 
DB OORT ACONES oases oss ccvess cee 82.4 73.8 79.5 82.4P 5 Tobacco 96.1 86.8 90.2 89.2 
SS ATRUTINR LR icm ooo! sce tlevinectastiissose 116.7 105.2 107.3 106.0 2 Variety Stores .. 356.7 318.5 343.7 346.2 
3 Gold Mining .........................1346.1 1175.6 1219.4 1175.6 21 Unclassified 113.6 98.2 104.1 102.7 








P—New HIGH since 1931. 


a—New LOW since 1945. 
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Trend of Commodities 














After reaching an all time high in the first week of March, 
the Dow-Jones futures index has declirfed slightly. The May 
rye contract has turned reactionary and may be adjusting 
itself to the $1.48!/, ceiling which goes into effect on June 
1. Oats were lower due to favorable weather, but wheat 
and corn held tight against the ceiling. Wool was lower 
due to pressure of foreign growths. Increased margin re- 
quirements on cotton and indications that the Administra- 
tion intends to prevent the price from rising above 27c 
brought some liquidation into that commodity. 

Spot prices move slowly but steadily higher. Our own 
index and the daily index of the B.L.S. are in new high 
ground. Spot market prices are now 6 points above a year 
ago and we can see nothing in the picture which suggests 
even a halt in the next few months. Since our last issue, 
industrial prices have assumed the leadership in the ad- 


vance. The wholesale commodities index is now headed 
toward the peak reached in 1920 and the line under the 
magnifying glass has recently increased its rate of advance, 

The Farm Bloc continues to press for higher prices fo 
farm products. The price of many agricultural commodi. 
ties is still well below the level reached after World War |, 
but agricultural prices are higher relative to non-agricultural 
prices than at any time in our history. 

The Government continues to work at cross purposes, 
There is a definite shortage of wheat and feed grains, so 
the Government is asking the farmers to curtail their poultry 
operations. The farmers had started to liquidate their flocks 
when the Government announced that it would support 
poultry prices by purchasing at 90 per cent of parity. Since 
that is a profitable price, the farmers may now decide to 
increase their flocks. 











































































































































































Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Mar.16 Ago Ago Ago Ago Ago 194! 
28 Basic Commodities ........ 189.9 188.6 188.4 187.2 184.2 183.6 156.9 
11 Import Commodities...... 170.7 170.7 170.7 168.9 168.9 169.0 157.5 
17 Domestic Commodities .. 203.5 201.2 200.8 200.0 194.9 193.6 156.6 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August 1939, equal 100 




















Date 2 Wk. | Mo. 3 Mo.6 Mo. | Yr. Dec. 6 
Mar.16 Ago Ago Ago Ago Ago 194! 
7 Domestic Agricultural... 238.0 236.8 235.1 233.4 225.1 225.9 163.9 
UZIROWGSTUS Sy cco sos ceinssssszeeares 216.4 215.2 215.0 212.9 207.9 209.0 169.2 
16 Raw Industrials 172.0 170.7 170.4 169.7 168.1 166.4 148.2 


























RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-5 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6. 1941—85.0 


1946 1945 1944 1943 1941 1939 1938 1937 
High 97.4 95.8 845 92.9 85.7 783 658 93.8 
Low .............. 95.5 936 91.8 89.3 74.3 61.6 57.5 64.7 
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COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 


1946 1945 1944 1943 1941 1939 1938 1937 
vr.| aes 109.11 106.41 98.13 96.57 84.60 64.67 54.95 82.44 
LOW) eccccseces! 104.21 93.90 92.44 88.45 55.45 46.59 45.03 52.03 
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COMMODITY HIGHLIGHTS 





SILK . . . When it was first reported that Japan would be permitted to export 
silk, many in the trade were of the opinion that the progress of rayon and nylon 
in recent years spelled the end of silk. Now they are not so certain. Early 
this month the War Assets Corporation announced the sale of approximately 
3,308 bales of surplus Government-owned raw silk. The average price was 
$11.75 per pound with a top price of $22.25. 

There have been varying estimates of the damage done to Japanese indus- 
try during the war, Some place the current productive capacity at only 15 
per cent of the 1940 output. The 1947 output has been estimated at 170,000 
bales and the 1948 output, 200,000 bales. We believe that the recovery will 
be more rapid. Japan must import food immediately and her main source of 
funds for paying for these imports is silk. Prices have gone up 50 per cent since 
December and this will encourage the farmers to redouble their efforts. In- 
flationary tendencies throughout the world make this an ideal time to step up 
the production of a luxury item. Since it requires two years for a mulberry 
tree to mature, peak production cannot be reached until late in 1948. 

Silk exports from Japan to the United States will be handled through the 
U. S. Commercial Co. It is estimated that around 40,000 bales are on hand 
and the quality is fairly high. Some 5,000 bales have already left Japan. Regu- 
lar shipments will get under way shortly and these should average around 
10,000 bales per month. Raw silk consumption in the United States reached a 
peak in 1929 when an average of 51,000 bales were absorbed each month. If 
Japan can start shipping 10,000 bales per month and if we continue to receive 
supplies from China, Italy and Brazil, it will not be long before our consumption 
is back to the 1939 average of 30,000 bales per month. 

Raw silk production this year will be well over | million pounds. Before the 
war Brazil imported some raw silk, yarn, and thread from the United States. 
Now she is shipping silk to us. The re-entry of Japanese silk into world trade 
will probably bring to a halt the expansion of the industry in Brazil. Prices are 
down around 3 dollars a pound since the first of the year. They are still more 
than three times the pre-war level of 2 dollars a pound for Japanese silk, a 
level to which we believe prices will return within three years. 


WOOL .. . Commercial stocks of wool in the United States p'us the new clip 
will raise supplies above | billion pounds. This is a two years’ supply, based on 
the pre-war rate of consumption. We would expect prices to be low, but the 
farm price is around 40 cents a pound compared with a parity price of 33 
cents. The farmer realizes the artificial price structure, for he has reduced his 
flocks of sheep to the lowest levels since 1926. 

Great Britain purchased most of the world wool supply during the war and 
now has around 4 billion pounds on hand. It may take 10 years to liquidate this 
stockpile. Foreign wools are underselling American wools. The CCC has re- 
duced its selling price twice in recent months and a further reduction is likely. 
Early this month foreign wool started to arrive in Boston at a rate which may 
well pass the 1942 record of 459 million pounds. 

Meanwhile the Farm Bloc has again put the pressure on and President Tru- 
man is backing a bill to help the wool growers. This consists mainly in changing 
the parity formula so as to give the farmer more, and in using custom duties 
to enable the CCC to sell its holdings at a loss in competition with imported 
foreign wools. It is just another measure to aid a few at the expense of many. 


TOBACCO... Tobacco prices are high and the tobacco farmers’ income is 
the largest on record. The sharpest advance in recent years has been on fire- 
cured, with the 1945 price of around 28c compared with a 1940 price of slightly 
above 8c. Although production of many types is large, it is not sufficient to 
meet the high demand. Only a slight reduction in consumption, if any, is likely 
in 1946 from the high 1945 rate. 

The OPA has advised growers of cigar leaf tobacco that the 1946 crop may 
be subject to price control. Prices have advanced so sharply since price con- 
trols were removed in November 1945, that the ceiling prices on cigars are 
being threatened. 

A recent report from Great Britain states that she is prepared to import 
every ounce of tobacco she can obtain. Great Britain is short of tobacco not 
because of reduced supplies during the war, but because more people are 
smoking. British imports today are 20 per cent higher than before the war. 
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SCHENLEY DISTILLERS CORPORATION 


NOTE—From time to time, in this space, 
there will appear an advertisement which 
we hope will be of interest to our fellow 
Americans. This is number 117 of a series. 


SCHENLEY DIsTILLERS Corp. 


Happy Ending 
By MARK MERIT 


In Frankfort, Kentucky, recently, 
the curtain rang down on a drama 
—with a happy ending. The “play” 
covered a period of 57 years. The 
“hero” was William B. Phythian, 
aged 74. There was a “heroine” 
too. We’ll tell you about her later. 


William B. Phythian has retired 
after 57 years continuous service, 
with the Geo. T. Stagg Company, 
one of Scheney’s affiliates. He was 
honored last week, by officials of 
Distillers 
department heads and plant asso- 
ciates, at a farewell banquet in the 
Stagg employees’ club-house. Mr. 


DSS 


Schenley Corporation, 


Phythian is one of the few remain- 
ing representatives of an earlier era 
of distilling, which brought un- 
usual fame to Kentucky 
whiskey. He joined the Stagg Com- 
pany in 1889. 


world 


Now about the “heroine”. She 
was, and Mrs. Phythian, the 
former Mattie McClure of Frank- 
fort. She, too, is a former Stagg 


is, 


employee and she and her husband, 
between them, have rendered a 
total of 82 years of service to the 
company. Mrs. Phythian retired 
from active service in 1944, under 
provisions of the Schenley Retire- 
ment and Benefit Plan. Now, her 
husband joins her in retirement, 


under the same plan. 


Mr. & Mrs. Phythian know the 
meaning of the word “security”. 
They plan to “take it easy from 
now on, just raising flowers and 


visiting our family”. 


Salute—to a happy couple! 


FREE—Send a postcard to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., 

Dept. 154, 350 Fifth Avenue, N. Y. 1, 
N. Y., and you will receive a booklet 
containing reprints of earlier articles on 
various subjects in this series. 
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This advertisement appears as a matter of record only and is 
neither an offer to sell nor a solicitation of offers to buy any of 
these securities. The offering is made only by the Prospectus. 


900,000 Shares 


Higgins, Inc. 


Common Stock 
(Par Value $1.00) 


Price $11 per share 


Copies of the Prospectus are obtainable from only 
legally 
compliance with the securities laws of the respective States. 


Newburger & Hano 
Kobe, Gearhart & Company 


such of 


offer these securities in 


Weil & Company 


NEW ORLEANS 


























.* forma tion 
FOR 


INVESTORS 


KW WK 


On request on your letterhead, but 
without obligation, any of the circu- 
lars listed below will be sent direct 
from the issuing firm. Limit each 
letter to a request for ene cireular, 
giving your name and address. 


ADDRES S : Information for 
Investors Department—Magazine of 
Wall Street, 90 Broad Street, New 
York 4, N. Y 


Bank Stocks—16 New York and 14 
out of town Banks discussed in cir- 
cular issued by large New York 
Stock Exchange firm. 


Primer for Investors—Guide book for 
new investors to explain the termin- 
ology of Wall Street. Also a section 
devoted to estates, trusts and wills 
Prepared by large N.Y.S.E. member 
firm. 


Know-As-You-Go Guide—Descriptive 
leaflet of the Handy Record Book 
for investors, providing a simplified 
record of capital gains and losses. 
Method outlined to keep investment 


records in ‘‘automatic’”’ order. 
National Biscuit Co.—Circular pre- 
pared by N.Y.S.E. member firm. 
CIRCULAR on public utility stocks 
whose dividends may run up to 


5.88%. 














What of the Metals Now? 





(Continued from page 769) 
one of the major gold producing 
organizations. Properties are lo- 
cated in Mexico where conditions 
are subject to change without 
notice. Doubtlessly, any price ad- 
vance in silver would have to be 
shared not only with the Mexican 
government, as was the case last 
year, but also with labor. So far 
as this company is concerned, 
earnings improvement would be 
more likely to develop from ex- 
pansion of gold dredging opera- 
tions in Alaska. 

Anaconda, Kennecott and 
Phelps Dodge are the major fac- 
tors in domestic copper produc- 
tion. As a matter of fact, Ana- 
conda’s principal output is in 
Chile, but its fabricating facili- 
ties in this country are among 
the largest in the world. Kenne- 
cott is the largest United States 
producer. This company also has 
substantial production in its Bra- 


den property in Chile. Phelps 
Dodge has become a more im- 
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portant factor aeeahs develop- 
ment in recent years of its Mor- 
enci mine in Arizona. All of 
these companies have reported 
above-average profits at the 12¢ 
a pound OPA ceiling price, but 
there is no secret about the fact 
that managements feel their 
properties have been exploited at 
a time when wider margins were 
justified. Presumably they may 
be reluctant to continue to pro- 
duce at a high rate while ceilings 
are imposed on their output. 

In addition to these major fac- 
tors, there are a number of small 
mining companies engaged in 
producing silver, lead and zine in 
the Northwest. 

From an investment viewpoint, 
the refining and copper produc- 
ing companies appear to have 
greatest stability. Principal cop- 
per companies have an advantage 
in operating fabricating plants 
where their raw materials are 
converted into consumer goods. 
Although conditions are uncer- 
tain in fabricating because of 
narrow profit margins, under or- 
dinary circumstances, the manu- 
facturing plants yield substantial 
income. The hope for most of 
these companies, therefore, lies in 
elimination of emergency controls 
which have served to reduce out- 
put and to restrict earning power. 





Divergent Trends For 
Office Equipments 





(Continued from page 771) 


time-saving and efficient office de- 
vices, and that even the smallest 
lunch counter or retail store 
started by the returning veterans 
must have its typewriter and cash 
register, definite estimates of 
various devices needed may prove 
over-conservative. As many as 
two million standard typewriters 
and 1.6 million portables com- 
prise the replacement estimates 
to date, and from these same 
sources a $160 million business 
appears certain for makers of 
adding machines and cash regis- 
ters. Earlier fears that Govern- 
ment owned machines might clog 
the markets now seem unfounded. 
Whereas manufacturers normally 
have on hand some 25,000 second 
hand typewriters for recondition- 
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Thanks to the cooperation and encourage- 
ment of America’s industrial executives, 85 
million bond holders have bought U.S. Bonds 
in the greatest savings program in history. 
Employees who have purchased billions of 
dollars of these bonds during the war now 
want to continue monthly purchases of savings 
bonds. Specific evidence of this desire to con- 
tinue saving for personal security and pros- 
perity through the Payroll Savings Plan was 
recently revealed by a survey which dis- 
closed that 90% wanted the Plan continued. 


Every employer can write in his own set of 
reasons why the Payroll Savings Plan should 
be continued as a part of his personnel rela- 
tions program, but the principal advantages 


are obvious: 








9 out oF 10 


want 


THE PAYROLL SAVINGS PLAN 
CONTINUED! 





A large reservoir of national sav- 
ings; a strong and stable bulwark 
against inflation. 
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An “automatic” thrift habit for 
the worker; to increase content- 
ment and satisfaction in his job. 


An opportunity for the employee to 
maintain his “share in America” 
with the safest, easiest, most profit- 
able investment he can make. 







An opportunity for the returned - 
veteran to share in the Payroll 
Plan’s varied benefits. 


Your employees will require little “selling” on the 
idea—they are accustomed to their monthly saving 
habit. With the Treasury Department's savings bond 
program now in peacetime operation, your partner- 
ship is again invited to continue this systematic, con- 
venient means of contribution to a prosperous peace- 
time future. 


The Treasury Department acknowledges with appreciation the publication of this message by 
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DIVIDEND NOTICES 7 
“A” COMMON: A dividend of 60 


cents per share on the ‘‘A’’ Common 
Stock will be paid April 1. 1946, to 
stockholders of record March 18, 1946. 
PRIOR PREFERRED: The additional 
“if earned” dividend of $3.00 per share 
on the Prior Preferred Stock having 
been earned in 1945 will be paid April 
1, 1946, to stockholders of record March 
18 1946. 

This dividend 1s in addition to the 
fully cumulative annual dividend otf 
$3.00 per share which was paid quarterly 
as due on the first days of February. 
May August and November 


A. B. Newhall. Treasures 


Dewnioon Mlanufpacuring So. 


Framingham, Mass. 

















UNITED FRUIT COMPANY 


DIVIDEND NO. 187 


A dividend of one dollar per share on the 
has been 
1946 to stock- 
of business 


capital stock of this Company 
declared payable April 15, 
holders of record at the close 
March 21, 1946. 


LIONEL W. UDELL, 


Treasure} 














Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 
Notice is hereby given that the Board of 
Directors of Safeway Stores, Incorpor- 
ated, on March 4, 1946, declared 
quarterly dividends of 25c per share on 
the Company’s $5 Par Value Common 
Stock payable April 1, 1946, to 
holders of such stock of record at the 
close of business March 19, 1946, and 
$1.25 per share on the Company’s 5% 
Preferred Stock, payable April 1, 1946, 
to holders of such stock of record at 
the close of business March 19, 1946, 


MILTON L. SELBY, Secretary. 
March 4, 1946. 














ing, currently they have almost 
none and the 25,000 of such de- 
vices declared surplus by Wash- 
ington would represent a mere 
drop in the bucket, considering 
the over-all demand. 

Combined factors, all con- 
sidered, amply support the 
premise that right ahead the in- 
dustry will be assured of severai 
years of expanding volume, and 
probably of higher-level earnings 
as well. While longer term pros- 
perity for the office equipment 
makers will depend, as always, 
upon the general level of indus- 
trial activity and national in- 
come, history shows that the in- 
dustry tends to climb out of de- 
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pression valleys rather faster 
than many forms of business. 
Competition will become increas- 
ingly evident after deferred de- 
mand become satisfied, and even 
before then, the race to recapture 
civilian markets and the promo- 
tion of many newly perfected ma- 
chines will lift overhead and sell- 
ing costs. 

Shares of the leading office 
equipment concerns, due to early 
recognition of bright postwar 
prospects for this industry, 
surged impressively upward in 
price during most of 1945. Since 
then, they ‘have generally failed 
to keep abreast of gains regis- 
tered by the market as a whole, 
although in like manner their 
prices during the recent interim 
slump have shown greater stabil- 
ity. A study of the appended 
table will disclose that current 
yields appear low as a rule and 
that price-earnings ratios seem to 
have generously _ discounted 
growth potentials in near term 
years ahead. In view of prob- 
ably improved earnings and 
dividends, however, when the boom 
opens up, the group as a whole 
has promising speculative appeal, 
and sight must not be lost of the 
sound investment attraction of 
selected leaders. 





Re-appraisal of Motors 
and Accessories 





(Continued from page 775) 


equipment have totaled about 
$150 million. Prior to the strike 
wave, substantial progress had 
been made to speed up produc- 
tion, and while parts shortages 
and labor troubles had severely 
held 1945 output of civilian cars 
to a mere 75,000 in contrast to a 
hoped for 500,000, the industry 
as a whole has slowly but surely 
been pushing up the count, de- 
spite all handicaps. Parts mak- 
ers, however, face difficulties, as 
previously mentioned, which may 
seriously retard production in the 
near term. Most certainly, only 
a miracle of industrial efficiency 
could boost 1946 output to any- 
where near the millions of cars 
predicted late last year. 

By referring to the appended 








tables, it will be seen that the grea 
majority of car makers and acfgiven + 
cessories were heavily in the EPTF jenanc 
brackets in 1945. Relief fromByeal co 
these excess profits taxes will pro-Fiyre, t 
vide a substantial cushion in sup-f ial. 
porting full year net earnings, iff jndustt 
volume gains during the last half about 
year prove suffic ‘ient to offset the f with 9 
wage-price squeeze. As said be-f costs | 
fore, it is impossible under cur-Fihe 1 
rent conditions to even venture af must | 
guess as to the probable operating port ] 
results during the rest of 1946. Phere 4 
With some price relief now in § many 
sight, volume of course will be the } eonce 
main determinant of earnings, and | that 
in the very near future the in- | 99% 
dustry’ at least will know the § pusin 
marks at which it must shoot to | hand 
beat the break-even limits. An | Chry 
encouraging factor of the situa- As 
tion is that assembly lines are in } three 
admirable shape for an immediate } every 
upsurge of all-out activity as soon | the | 
as employees report for work and ] estal 
supply problems begin to clear up. } pet. 
Just how strongly optimism } cons 
over the apparent army of car ]} and 
buyers lined up throughout the | hav 
country for near-term exploita- | tory 
tion is bolstered by facts, may be ] like 
judged by scanning the appended ] yea 
chart. This pictures the chang- | __ 
ing age status of cars in use from 
1937 to 1945, and beyond any Th 
doubt mortality is as certain | — 
among automobiles as with hu- 
man beings. When car produc- - 
tion was halted some four years aa 
ago, 27.75 million were on the an 
roads, the bulk of them already f 
about five years old and as many — 
as 6 million in the antique class fo 
with an age of over 7% years. i 
Offsetting “the ancients at that T 
time was about an equal number "i 
of relatively new vehicles. As mat- * 
ters now stand, over 5 million less 1 
‘ars are in running condition, ” 
about 12 million are more than | 
7% vears old, and hardly any , 
fairly new ones remain. Such fig- r 
ures speak for themselves. t 
Because of the war bred out- 
of-balance relationship between y 
demand and supply and the huge t 
size of the indicated deficiency, 1 
chances that ail manufacturers in 
the automotive field for a while ( 
will find it an easy matter to find 
buyers for all they can produce 
are obvious. That volume tem- 
porarily will reach satisfactory 
proportions is a natural corollary, 
THE MAGAZINE OF WALL STREET 
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siven time. But when deferred 
demand has become satiated and 
real competition enters the pic- 
ture, the ensuing test will be cru- 
cal. With average wages in the 
industry already at a level of 
about $1.88 per hour compared 
with 95 cents in prewar and with 
costs of components for cars on 
the up and up, volume gains 
must be permanently held to sup- 
port profitable operations. It is 
here that the rub will come for 
many of the less firmly entrenched 
concerns and it is for this reason 
that up to the outbreak of war 
90% of the nation’s automobile 
business had concentrated in the 
hands of the “big three”—Ford, 
Chrysler and General Motors. 

As production by the big 
three leaders includes practically 
every price range, odds that in 
the long run they will hold their 
established supremacy are a safe 
bet. Past records showing that 
consistent uptrends in wage costs 
and down pressure upon prices 
have always resulted in satisfac- 
tory earnings in the long run, are 
likely to be repeated in coming 
years. 





The Outlook for the Movies 





(Continued from page 777) 


and permit accumulation of bal- 
ances. Of greater concern is the 
rising trend toward the imposition 
of reduced quotas and other re- 
strictions designed to encourage 
foreign producers to the disad- 
vantage of the American product. 
This tendency has been particu- 
larly pronounced in France, Hol- 
land, Scandinavia and Spain. 
Great Britain has made compre- 
hensive plans for energetic com- 
petition with American producers 
both in the British Isles and on 
the Continent, as well as in the 
United States. 

The big ace up the sleeves of 
American producers, however, is 
the superior quality of their re- 
leases and the established popu- 
larity which they enjoy with for- 
eign audiences. This, however, 
would be of scant effect against 
the stacked hand of government 
restrictions arising from the al- 
most world-wide trend toward na- 
tionalization. In time the situa- 


tion may be substantially modi- 
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fied, but the more immediate pros- 
pects offer little hope that foreign 
revenues can be counted on to ap- 
preciably augment revenues above 
the level of recent war years. 
Here at home, eight of the lead- 
ing producers are contesting a 
Government suit, the outcome of 
which promises to have an impor- 
tant bearing on the status of the 
defendants. Twentieth Century- 
Fox, R.K.O., Warner Bros., Para- 
mount and M.G.M. (Loew’s) are 
charged with monopolistic prac- 
tices arising from their ownership 
of extensive theatre chains. Al- 
though United Artists, Universal 
Pictures and Columbia Pictures 
operate no theatres, these com- 
panies are also defendants in the 
same suit, charged with practices 
in restraint of trade. The Govern- 


ment is seeking to divorce the Big 


Five from their theatre holdings 
and in the event that the Govern- 
ment wins a favorable decision, a 
marked change in the status of 
these leaders would result—detri- 
mental to their interests, favor- 
able to the interests of independ- 
ents. Theatre holdings of sev- 
eral of the Big Five comprise the 
bulk of their assets and have in 
the past contributed the major 
portion of revenues. The proba- 
bilities are, however, that divorce- 
ment of theatre and producing fa- 
cilities would result in a distri- 
bution to present stockholders of 
shares in a new company set up 
to operate these properties. The 
over-all result from an investor’s 
viewpoint would not necessarily 
be detrimental. 

In some quarters television is 
viewed as a potential threat to 
the strong hold which the motion 
picture industry has in the enter- 
tainment field. So far television, 
however, has been little more than 
a promise and until it is estab- 
lished on a nation-wide scale there 
is little likelihood that the posi- 
tion of the motion picture indus- 
try will be seriously challenged. In 
the meanwhile, leading companies 
are engaged in exploring the pos- 
sibilities of television in their own 
field. Such other new fields as 
industrial and educational films, 
and the possibilities of large scale 
development of 16-mm film for 
showing in schools, trains and 
planes, are also being actively cul- 
tivated by the industry and may 





well be productive of important 
results in the future. 

More immediately, leading mo- 
tion picture producers will con- 
tinue to report above-average 
earnings, accompanied by fairly 
generous treatment of — stock- 
holders, warranted by excellent 
finances and a much stronger cor- 
porate structure throughout the 
industry than was the case prior 
to the war. 
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AMERICAN CAR AND 
COMPANY 

30 CHURCH STREET 

New York 8, N. Y. 


FOUNDRY 


there has been declared, out of the earmnys 
»f the fiscal year now current, a divdend of 
one and three-quarters per cent (134%) on 
the preferred capital sto-k of this Company, 
payable April 8, 1946 to the holders of record 
of said stock at the close of business April 1, 
1946. 


Transfer books will not be closed. Checks 
will be mailed by Guaranty Trust Company 
of New York. 

CHARLES J. Harvy, Chairman 











Howarp C. Wick, Secretary 

March 21, 1946 
STOCK "Ann: 
TIMING 


The 1946 Price Curve Plan and Stock Selec- 
tor with Volume Control is a NEW WAY to 
conduct Market operations. For timing 
PURCHASES and SALES—taking profits and 
limiting risks. 

Mail this ad with name and address or 
write for description and PROFIT and LOSS 
SUMMARY from 1938 to date. 


M. V. WOODS, 1267 15th Ave. 
SAN FRANCISCO 22, CALIFORNIA 


Market Analysis and Research 











ALLEGHENY LUDLUM STEEL 
Pittsburgh, Penna. 

At a meeting of the Board of Directors of 
Allegheny Ludlum Steel Corporation, held on 
February 28, 1946, a dividend of forty cents 
(40c) per share was declared on the com- 
mon Stock of the Corporation, payable 
March 30, 1946, to stockholders of record 
at the close of business March 11, 1946 
E. J. HANLEY, 

Secretary & Treasurer. 
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CANADA 
DRY 


DIVIDEND NOTICE 


The Board of Directors of Canada Dry 
Ginger Ale, Incorporated, at a meeting 
thereof held on February 28, 1946 de- 
clared the regular quarterly dividend 
of $1.0625 per share on the $4.25 
Cumulative Preferred Stock and a 
dividend of $0.25 per share on the 
Common Stock; both payable April 1, 
1946 to stockholders of record at the 
close of business on March 15, 1946. 
Transfer books will not be closed. 
Checks will be mailed. 


Wo. J. WILLiaMs, 
V. Pres. & Secretary 
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The G.I. Home Loan 





(Continued from page 781) 


curity income after retirement. 
This 25-year loan is payable 
at the rate of $5.28 per $1, 000 
of loan which includes both in- 
terest and principal. 

The Government makes one 
money gift in connection with the 
GI Loan. If $4,000 of your loan 
is guaranteed, the Veterans Ad- 
ministration applies $160 to the 
reduction of your loan. It’s a 
present equal to 4% of the 
amount guaranteed — a $2,000 
guarantee would pay off in the 
amount of $80, etc. This is a 
nice little “lift” equal to several 
monthly payments. And, it off- 
sets the usual mortgage costs en- 
tailed when placing a mortgage 
loan. 

Don’t worry about losing your 
GI home loan privileges if you 
are still a bachelor man-about- 
town or prefer to wait until sales 











PROFIT OUTLOOK 
exceptionally gacd 
IN THIS INDUSTRY! 


Stocks likely to show 50% gain 
in earnings for current year 


N contrast with many companies 

still wrestling with labor and 
price problems, one industry ana- 
lyzed in the current UNITED 
Report has its workers back 
and prices set on a basis that is 
producing substantial profits. In 
addition, freedom from the excess 
profits tax and huge foreign and 
domestic demand for its product 
will further enhance 1946 results. 


4 Issues Selected 
Pertinent facts on 4 selected issues in 
this favored group are presented. Estimates 
of 1946 e arnings in each case run 50% or 
more above 1945. 


Don’t miss this important study. 
For an introductory copy — 


Send for Bulletin MW-22 FREE! 


UNITED BUSINESS SERVICE 
210 Newbury tt or Boston 16, Mass. 
= y ae 











prices are more favorable. You 
have 10 years after the official 
termination of the war to file 
your GI Home Loan application. 
And, if you'll sweat out the next 
issue of this publication, there 
will be more information on the 


GI Loan. 





Marked Advantages of 
Life Insurance Settlement 
Options 





(Continued from page 782) 


family is practically always free 
of claims of the descendents credi- 
tors. There is no cost in includ- 
ing this feature, that guarantees 
that creditors of those obtaining 
property will not levy on it for 
the obligations of the beneficiary. 

We have been discussing the 
distinct and unique benefits of 
settlement options as distributed 
to a beneficiary in the event of 
death of the insured. These same 
options will afford the insured 


himself similar advantages by 
providing retirement or pension 


income in later years. In other 
words if a man’s family have been 
provided for and grown up, the 
same contract will give living 
benefits to the insured under the 
settlement options. As a matter 
of fact a number of companies 
will permit settlement option ar- 
rangements to provide living in- 
come benefits on a Joint & Sur- 
vivor basis under which a specific 
income will become payable as 
long as a man and his wife live, 
so that the life insurance settle- 
ment options in the policy will 
have served a dual purpose as 
aforementioned. 

I hope that my remarks will 
result in more of our readers 
making a more effective use of 
their life insurance property by 
adopting the settlement options 
available. As a matter of fact all 
life insurance policies of a given 
individual should be arranged 
with respect to settlement options 
into an effective program so as to 
obtain the maximum benefits 
available under all the contracts. 
Modifications may be made from 
time to time as changed conditions 
arise. 
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Appraisal of Foreign 
Demand for U. S. Goods 





(Continued from page 756) 


and Portugal, although they 
have but 12 per cent of the 


population and suffered no dey- 
astation, held almost 40 per cent 
of the readily available resources 
of that part of the Continent 
which is outside of the Rus- 
sian influence. Perhaps the most 
remarkable growth took place in 
the Portuguese holdings. After 
the First World War, in which 
Portugal was a belligerent, the 
country managed to save about 
$20 million. During the Second 
world war, Portugal was a neu- 
tral, charging the Allies and the 
Axis for its goods and services 
what the traffic would bear. Last 
November, the Bank of Portugal 
showed gold and foreign exchange 
of $720 million, of which about 
one-half were sterling balances. 

The next largest slice of gold 
and dollar bank balances and U.S. 
currency 1s owned by Latin Amer- 
ica, At $4.3 billion, these holdings 
are more than four times as large 
as they were in 1938. But the dis- 
tribution again leaves much to be 
desired. Argentina held nearly 
one-third ($1.4 billion), while an- 
other $1.5 billion was held in 
Brazil, Cuba and Mexico. Pana- 
ma, with a population of about 
600,000 held about $90 million, 
while Peru, with some 7 million 
population and large require- 
ments of new equipment for the 
modernization of the country, had 
one-third less, $67 million. Like- 
wise, Chile had relatively small 
liquid resources, and this explains 
why some Latin American coun- 
tries will require loans or why 
they are resorting the contro! of 
imports. 

In relation to the population 
and the rehabilitation require- 
ments, the countries of Central 
and Southeastern Europe had 
probably the smallest resources. 
The same is true about the former 
enemy countries, among which 
Italy seems to be in the best posi- 
tion, apparently because of the 
spending of dollars by American 
troops. The entire Central and 
Southeastern Europe, with a 
population of over 200 million, 
has less gold and dollars than 
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South Africa with its white popu- 
lation of 2 million. 





In the case of a numhber of im- 
portant countries, gold reserves 
had to be simply guessed at. A 
semi-official estimate made last 
Fall, placed the Chinese gold and 
dollar resources at about $1.5 bil- 
lion, including a large amount of 
dollar notes circulating in the 
country. We have used a some- 
what lower figure. No official in- 
formation is available on the com- 
position of British gold and dol- 
lar reserves, the total of which 
was given a few months ago in 
the White Paper ($1.85 billion). 
Similarly, Canada has not dis- 
closed its gold reserves held by 
the Stabilization Fund for years. 
We have assumed that the Do- 
minion accumulated about $300 
million in the yellow metal; this 
figure equals roughly the new pro- 
duction during the past three 
years during which the interna- 
tional transactions with — the 
United States were favorable to 
the Dominion, and apparently no 
large shipments of gold were re- 
quired in their settlement. 


Full Information Lacking 


Our estimate of the distribu- 
tion of foreign-owned gold re- 
serves and short-term dollar bal- 
ances remains far from satisfac- 
tory because of the lack of in- 
formation on many points such 
as the size of British and Cana- 
dian gold reserves, and, of course, 
on the Russian gold holdings and 
the gold uncovered in Germany 
and Japan. Nevertheless some 
observations are possible. One is 
that the gold and the dollar bank 
balances of foreign countries were 
better distributed in 1945 than in 
1918 or even in 1938 (see table). 
This offers some hope for a bet- 
ter distribution of purchasing 
power and an increased flow of 
trade in channels which hitherto 
were regarded as secondary. 


But our tabulation also brings 
out that the immediately available 
purchasing power is not in the 
hands of the countries which need 
it most for postwar rehabilitation. 
Latin America, South Africa, 
Canada, and the European neu- 
trals including Turkey but ex- 
cluding Spain — none of them 
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devastated by the war — hold al- 
most $9 billion in gold and dol- 
lar bank balances, or nearly 40 
per cent of the total. Our tabu- 
lation also brings out the need 
for loans for rehabilitation, par- 
ticularly in the Western Euro- 
pean countries, if the economic 
deterioration is to be stopped. In 
the former enemy countries and 
in the countries in the Russian 
sphere of influence, among which 
Poland and Yugoslavia were bad- 
ly devastated, a considerable low- 
ering of the standard of living 
will have to be counted on, not 
only because the gold and short- 
term dollar resources are limited 
(6 per cent of the total) but also 
because these countries are not 
likely to benefit from any lend- 
ing for some time, if at all. 


Weighing Prospects 


No one should expect that the 
full $23 billion will be spent for 
our goods and services. A part 
of the amount may be spent else- 
where, as for example in Argen- 
tina or in Canada; a part of the 
amount, particularly the gold 
portion may not be spent at all,. 
because it represents the cur- 
rency backing. 

On the other hand, one should 
also remember that the foreign 
countries will have available, in 
addition to their gold holdings 
and dollar bank balances, also 
the proceeds from their sales of 
goods and services and the pro- 
ceeds of whatever loans they re- 
ceive from us. Some of their long- 
term investments in this country 
—stocks, long-term Government 
securities, and direct investments 
estimated at about $7.5 billion 
as of the end of 1945, may also 
be liquidated if need be. More- 
over, as many consumer and pro- 
ducer goods remain short in sup- 
ply, a great expansion in foreign 
demand would only add to the 
problem of holding down prices. 
While there is definite need of 
maintaining the flow of exports if 
our position in various foreign 
markets is to be protected and if 
world recovery is to be stimulated, 
there seems little need at present 
to push exports as a means of 
sustaining business activity or 
employment. 











Attractive 
Income Producers 


Seven public utility operating 
company stocks, currently yield- 
ing 4% to 4.70% and with good 
prospects of dividend increases 
to yield up to 5.88%, are anal- 


yzed in our latest circular. 
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dividend of 214% 

of this corporation 

Stock on May 9 . to 

record at the close of business April 24, 
1946. Cash will be paid where fractionable 


shares of Common Stock are due 
A. SCHNEIDER, 
Vice-Pres. and Treas. 


Vew York, March 14, 1946 
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Should | Buy Bonds Today? 





(Continued from page 783) 


corporate investors such as banks 
and insurance companies — but 
with this difference. Corporate 
investors are in a position to set 
aside out of bond interest received 
a portion to be used for amortiz- 
ing the difference between the 
price paid and the redemption 
value. Such a procedure is im- 
practicable for the individual in- 
vestor. 

The individual investor who 
purchases bonds at current prices 
should do so fully aware that he 
is risking the possibility of a loss 
in value at some later date, and 
the investment which he acquired 
under the impression that he was 
accepting little or no risk has 
proven otherwise. Suppose, let us 
say, that a 3 per cent bond is 
acquired at 106. The actual cur- 
rent yield on the purchase price 
is about 2.8%. Should the bond 
sell on a 3 per cent basis later on, 





Burroughs 


179th CONSECUTIVE CASH DIVIDEND 
A dividend of fifteen cents ($0.15) a share 
has been declared upon the stock of Bur- 
ROUGHS ADDING MACHINE COMPANY, pay- 
able June 5, 1946, to shareholders of record 
at the c'ose of business April 26, 1946, 

Detroit, Michigan Gro. W. Evans, 

March 19, 1946 Secretary. 











PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 


Common Stock Dividend No. 121 


A cash dividend declared by the Board 
of Directors on March 13, 1946, for the 
first quarter of the year 1946, equal to 
2% of its par value, will be paid upon 
the Common Capital Stock of this Com- 
pany by check on April 15, 1946, to 
shareholders of record at the close of 
business on March 29, 1946. The Trans- 
fer Books will not be closed. 

E. J. Becxett, Treasurer 


San Francisco, California 














JOHN MORRELL & CO. 
DIVIDEND NO. 67 
A dividend of Fifty Cents ($0.50) per share 
on the capital stock of John Morrell & Co., 
will be paid April 30, 1946, to stockholders 
of record April 13, 1946, as shown on the 
books of the Company 
Ottumwa, lowa. 
George A. Morrell, Vice Pres. & Treas. 











it would be worth 100 and the 
investor has sustained a “paper” 
loss of $60 on a $1,000 bond— 
and an actual loss if he sells the 
bond which would be equal to two 
years income. By comparison a 
U. S. Savings Bond Series “E” 
yielding 2.9%, if held to the ten- 
year maturity, and involving no 
risk is the superior medium for 
the investor requiring the maxi- 
mum of safety. 

Somewhat further down the 
scale of bond quality, the investor 
who does not require maximum 
protection for his capital is 
afforded a choice of issues selling 
on a relatively more liberal yield 
basis. These issues provide a 
larger income return, but to a 
varying degree are subject to the 
same general influences as the 
high grade group and the risk of 
possible depreciation in value is 
still present. 

What is the solution? Stay 
away from bonds? Not neces- 
sarily. But the writer cannot at- 
tempt to do more that present an 
accurate picture of bond invest- 
ment as it exists today. To try 
to present a bond investment pro- 
gram for the individual investor 


would be illogical and tantamount 


to suggesting that readers accept 
a suit of clothes without first 
furnishing their measurements. 





Corporate Post-War 
Adjustments 





(Continued from page 764) 


experiencing a decline in profits 
compared with 1936-39 can turn 
back for two years and spread 
the deficiency against earnings 
subjected to excess profits taxes 
in the period, to gain a relative 
refund of EPT. If actual oper- 
ating losses occur, the alleviation 
of prior taxes paid may apply to 
normal and surtaxes as well. It 
will be readily sensed that in no 
way do these provisions constitute 
a guaranty of profits by the 
Government, as wrongly claimed 
by labor leaders. Rather does the 
process merely average profits 
earned during two very abnormal 
periods, both of which directly 
involved the influence of war. 
During 1945 and 1946, the exer- 


cise of these privileges is more 
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likely to help smaller rather than 
the very large concerns, but as 
an all around cushion it may 
prove of decided value to many 
an enterprise. 

In scanning the appended 
chart and tabulated figures show- 
ing the average rate of earnings 
upon the net worth of numerous 
leading corporations, the reader 
will do well in realizing that some 
reservations may be in order, due 
to possible distortions discussed 
in this article. Particularly true 
might this be in cases where ac- 
celerated amortization of facili- 
ties has been more than ordinar- 
ily expressive. By abnormal 
charge-offs for physical assets, 
net worth emerges as far below 
its real status by any normal 
yardstick, and during war years 
resort to such practice was wide- 
spread. In consequence, the per- 
centage of earnings in relation to 
net worth would become corres- 
pondingly raised during years of 
wartime accounting, although 
prior to 1942 the figures shown 
would be altogether dependable. 

In recognition of the difficulty, 
if not impossibility, of presenting 
shareholders with understandable 
and wholly reliable comparative 
balance sheets and income state- 
ments covering the entire period 
from the war’s beginning to the 
completion of transition, Crucible 
Steel Co., for one, has warned its 
shareholders of the many poten- 
tial adjustments which certainly 
will be needed to gain a true pic- 
ture of operating results. As soon 
as this concern can definitely 
agree with Federal authorities 
just what adjustments will meet 
with their final approval, it 
promises to re-draw comparative 





Opportunities for Income 





(Continued from page 779) 


Estate Trust Co., Philadelphia, 
Pa. and the stocks will be re- 
deemed at the First National 
Bank of Tampa, Tampa, Fla. 


TWIN CITY RAPID TRANSIT: 


This company has called for re- 
demption on April 20 all of its 
7% second preferred shares at 
$100 plus accumulated dividends 
of $51.14 a share to the redemp- 
tion date. 
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statements for all wartime years 
i) show exactly how it’s financial 
tatus at the end was reached. 
When current chaotic progress 
becomes smoothed out at the end 
of 1946, it would be helpful to 
shareholders if most large con- 
cerns adopted a similar policy to 
darify their picture; undoubt- 
edly many of them will do so. 








8 Selected Companies 
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One of the two leading domes- 
tic producers of sulphur, Free- 
port Sulphur normally accounts 
for about one-third of total an- 
nual sulphur sales in the United 
States. Production and sales last 
year were the largest in the com- 
pany’s history, a record to which 
heavy war demand contributed 
substantially. This year, how- 
ever, the peacetime use of sulphur 
promises to be well sustained by 
demand from such industries as 
fertilizer, pulp, paper, rubber, 
rayon, petroleum and chemical. 
Of the company’s 1945 earn- 
ings, equal to $4.19 a share, about 
56 cents a share was contributed 
by Cuban-American Manganese 
Corp., a subsidiary. Future earn- 
ings from this source are doubt- 
ful, however. Freeport’s invest- 
ment in this company was entirely 
written off in 1944 to give effect 
to the imminent depletion of the 
mines. 

In the matter of dividends, 
Freeport has treated its stock- 
holders liberally, yet working 
capital has not suffered as a re- 
sult. Last December the quar- 
terly rate was raised from 50 
cents to 6214 cents and the pay- 
ment on March, last marked the 
7th quarterly disbursement. Net 
working capital at the end of 
1945 was equal to more than 
$21 a share for the 800,000 
shares of stock which comprise 
the entire capital structure. 
With the benefit of a stable 
price structure and employing a 
comparatively small number of 
workers in relation to gross sales, 
Freeport Sulphur should con- 
tinue to report well sustained 
earnings. At recent levels around 
53 the shares afford an indicated 
yield of 4.7 per cent. 
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S. H. Kress 


Ranked fifth among leading 
operators of chain variety stores, 
earnings and dividends of S. H. 
Kress & Co., have been marked by 
their consistency and_ stability. 
At the close of 1945 a total of 
244 stores were in operation. 

Despite the difficulties encoun- 
tered last year in obtaining ade- 
quate supplies of suitable mer- 
chandise, and with one less store 
in operation, sales declined only 
1.5 per cent. Earnings likewise 
held up well and were equal to 
$2.13 a share compared with 
$2.25 a share in 1944. Taxes 
last year were slightly lower, be- 
ing equal to 11.3 cents out of 
each dollar of sales, against 13.4 
cents in 1944. Excess profits 
taxes paid in 1945 were equiva- 
lent to about $3.40 a share of 
common stock. 

Finances make a characteristi- 
-ally impressive showing. Current 
assets, at the close of the year, 
including some $27 million in 
cash and Government securities, 
totaled $42.7 million, while cur- 
rent liabilities were $15.7 million. 
Working capital was equal to 
about $10 a share for the 2,678,- 
787 shares of common stock. 

The company plans a number 
of new stores and an extensive 
modernization program involving 
the outlay of substantial sums. 
For this reason the present divi- 
dend may not be increased in the 
near future. The shares, how- 
ever, afford a good measure of 
investment quality and at recent 
levels around 48 return a vield 
of 3.3 per cent. 


Standard Brands 


Standard Brands, one of the 
nation’s leading processors and 
distributors of a wide variety of 
food products, reported a gain of 
10 per cent in total sales volume 
last year. With taxes increasing 
only about $200,000 net profit 
rose to $9,576,464 as against 
about $9 million in 1944. 

During recent years, the com- 
pany has made much progress 
both in its internal organization 
and in expanding its distributing 
system to include a number of 
new and profitable lines. As part 
of its post-war program, Stand- 
ard Brands is contemplating 
large scale distribution of quick- 
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By accepting this trial offer, you can have this 
valuable list with continuing benefits of Poor's 
Investment Advisory Service. The Service that 
tells you what to buy and sell—and when. 


Get this “Master” List of 50 STOCKS TODAY 
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Standard & Poor’s Corporation i 
345 Hudson Street, New York 14, N. Y. 

I Please enter my trial subscription, for Poor's 
Investment Advisory Service and continue 
until otherwise notified. 1 understand this 
includes (a) ‘‘Supervised Program” recom- 

i mendations (one group for capital gain, one 
for income and appreciation, another for 

I prime quality securities), (b) Consultation 
Privilege—with review of my list, (c) 
Weekly Bulletins, (d) Policy Recommenda- 
tions, (e) Security Record Form, (f) ““How 
To Invest” instruction folder, (g) Sub- 

i stantial Loose-Leaf Binder. 


SEMI-ANNUAL RATE (| $35 
Alr Mail ©) $36.50 — C) Send Invoice Later 


ANNUAL RATE (_] $65 




















Alr Mail () $68.00 () Send Invoice Later j 
CO Please stamp my name in gold lettering or binder 
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Universal Pictures 
| Company, inc. 
| 
| The Board of Directors has declared 
| a quarterly dividend of 50c per share 
on the outstanding common stock of 
the Company, payable April 30, 1946 
to stockholders of record at the close 
of business on April 15, 1946. 
* ities 
frozen foods, one of the fastest 


growing items in the retail groc- 
ery field. 

Raw material problems con- 
tinue to restrict the availability of 
such products as cheese and mar- 
garine but most of the company’s 
other products and specialties will 
be in greatly increased supply 
this year. Well sustained sales to- 
together with the relief from sub- 
stantial excess profits taxes may 
result in earnings close to $4 a 
share. This would compare with 
$2.74 a share last year and $2.59 
a share in 1944. On the basis of 
probable earnings a higher divi- 
dend may well be forthcoming. 
Present payments are at the rate 
of 40 cents quqarterly indicating 
a vield of about 3.3 per cent at 
recent levels around 57. 

Melville Shoe 

Not only does Melville Shoe op- 
erate the largest chain of retail 
shoe stores, but it also produces 
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Geared To Today's Markets 


For Protection — Income — Profit 


Short-Term Recommendations for Profit 
Mainly common stocks but preferred stocks and 
bonds are included where outstanding price 
appreciation is indicated. 








Low-Priced Opportunities . . . Securities in the 
low-priced brackets with the same qualifications 
for near-term profit. Average price under 15. 


Recommendations for Income and Profit... 
Common stocks, preferred stocks and bonds 
. . . for the employment of your surplus funds 
and market profits. 


Low-Priced Situations for Capital Building . . . 
Common stocks in which you can place moder- 
ate sums for large percentage gains over the 
longer term. Average price under 25. 


Recommendations Analyzed . . . Pertinent de- 
tails as to position and prospects are given 
on securities advised. 


When to Buy .. . and When to Sell . . . You 
are not only advised what to buy but when to 
buy and when to sell—when to be moderately 
or fully committed . . . when to be entirely 
liquid. 


Market Forecasts . . . Every week we review 
and forecast the market, giving you our con- 
clusions as to its indicated trends. Dow Theory 
Interpretations are included for comparison. 


Telegraphic Service . . . If you desire we will 
wire you in anticipation of decisive turning 
points and market movements. 


Consultation by Wire and by Mail... To keep 
your portfolio on a sound basis, you may con- 
sult us on 12 securities at a time ... by wire 
and by mail. 


Added Services... 


Business Service . . . Weekly review and fore- 
cast of vital happenings as they govern the 
outlook for business and individual industries. 


Washington Letter . . . "Ahead-of-the-news'"' 
weekly reports from our special correspondent 
on legislative and political developments weigh- 





ing their effects on business ee 
and securities. 











Have The Forecast Work With You 
To Capitalize on 


Coming Volatile Markets 


if 


HROUGHOUT the months ahead, we look forward to serving 
you .. . to having you conduct through our definite and continuous 


counsel, a carefully arranged program for market profits . . . and gradu. 


ally establish an investment backlog of securities for growth of your 
income and capital. 


You will be advised in timing your commitments . . 
and when to buy and when to sell . 


. in knowing whal 
when to contract or expand 


your position as we gauge important turning points and market move- 
ments. Further, you will be welcome to our extensive consultation 


service to keep your holdings on a sound and profitable basis. 


The Forecast's Outstanding Record 


In this—our 28th year—we are gratified that the new lower-priced 
Forecast . . . announced 40 months ago . . . is guiding more and more 
investors like yourself throughout the country. We are proud of ... 


Ll. Its 2200% increase in clientele. You would be a 
member, as far as we can ascertain, of the fastest 
growing security advisory service in the country. 


to 


Its high percentage of subscribers who renew. We 
want to serve you so you will make The Forecast 
a permanent part of your investment program, 


3. Its outstanding record of profit. Every program 
shows profits for the year . . . a record which we 
feel we can maintain and improve. 


There is no service in its field more devoted to your interests . 
adapted to today’s rapidly changing conditions . . . than The 


better 


Forecast, It is a source of counsel to which you can turn continuously 


. .. for your protection and profit. 


You are invited to take advantage of our Special Enrollment Offer 
which provides FREE Service to May Ist. Mail the coupon belou 


today. 
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of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y 
1 enclose []) $50 for 6 months’ subscription; [] $75 for a year’s 


(Service to start at once but date from May 1, 1946) 
SPECIAL MAIL SERVICE ON BULLETINS 














ductible for tax purposes. 





Your subscription shall not be assigned at 
any time without your consent. 
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important market turning points 
when to buy and when to sell. 
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ihe bulk of its requirements in its 
wn plants. At the end of last 
var, the company’s chain com- 
prised 536 units, most of which 
vere the “Thom McAn” stores. 
Despite the rationing of shoes 
roughout the greater part of 
1945, Melville pare 8,840,691 
pairs of shoes at retail, an in- 
vease Of nearly 500,000 pairs 
ver 1944. Total sales last year 
wse about $6 million to $76,173,- 
(77. Since the removal of ration- 
ng retail sales have gained im- 
pressively and in February were 
100 per cent ahead of the same 
nonth a year ago. 

Although earnings of $2.09 a 
share last year were barely ade- 
uate to cover the $2. dividend, 
the strong balance sheet position 
fers ample assurance of contin- 
wed payment. Current assets 
vere in excess of $19 million; cur- 
rent liabilities totaled $5.4 mil- 
lion; and cash alone was sufficient 
to meet all current liabilities near- 
ly twice over. 


The company has paid divi- 
dends to common stockholders 
without interruption in every 


year since 1916. Expansion and 
rehabilitation needs may preclude 
an early increase in the present 
rate, but at recent levels around 
49, the indicated vield of better 
than 4 per cent is by present 
standards liberal for an issue of 
this calibre. 





Why Production Potentials? 





(Continued from page 754) 

It now is obvious that earlier 
forecasts for 1946 can scarcely be 
fulfilled. The strike General 
Motors plants together with pro- 
duction delays in almost every 
branch of the industry have im- 
posed severe handicaps on motor 
car makers. Early months of 
this year are certain to prove dis- 
appointing. The belated start 
made by the industry has made it 
impracticable to proceed with 
plans for the introduction of new 
models this year. Hence, we must 
look to 1947 for the first postwar 
year of peak production. This 


means that the automobile indus- 
try will spend much more time in 
filling consumer needs than many 
experts formerly had expected. 
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The conclusion to be drawn then 


is that the usual decline in the 
business cycle may be deferred at 
least a year or two beyond previ- 
ous calculations. 

Although industrial expansion is 
getting a slower start than might 
have been desired, we should not 
be deluded into thinking there 
will be no postwar prosperity. 
I’ederal Reserve Board lays stress 
on the recovery in production al- 
ready evident. The Board points 
to the fact that employment in all 
major lines of activity except ag- 
riculture, mining and construc- 
tion is well above the 1941 level. 
F.R.B. places industrial produc- 
tion for March at a new post war 


high and its economists now are 
thinking in terms ef a national 


income of $160 billion. 

Now that necessary materials 
are becoming available, produc- 
tion is gaining momentum in a 
great variety of small items such 
as radios, cameras, safety razors, 
watches and clocks, refrigerators 
and other household electrical ap- 
pliances. Of these, it seems likely 
that deferred demand may be 
filled quickest for radios. Trade 
authorities have been quoted as 
forecasting a peak for this indus- 
try’s boom for late 1946 or early 
1947. What is true of the radio 
industry will also apply to other 
fields of consumer durable goods 
subject to large scale production. 
Once the more urgent needs are 
filled, the pressure of competition 
will increase to the detriment of 
profits, with marginal companies 
particularly vulnerable. 

We have seen how the buildine 
and automobile industries are 
likely to be late in contributing 
to the postwar business exnan- 
sion. It is fortunate that both 
these industries weigh so heavily 
in the general economic scheme 
for their sustaining and more en- 
during influence will be timely in 
taking up the slack in other quar- 
ters of our industrial economy. 

Attention has been called to the 
prospect of a fairly early peak 
for radio. Other industries which 
may reach their peak early in the 
postwar era include appliance 
manufacturers, some divisions of 
retail trade, textiles, wearing ap- 
parel, shoes, motion pictures, soft 
drinks and tobacco products. It 
should not be inferred that post- 


war peaks will be shortly followed 
by collapse and stagnation— 
rather the prospect is for some 
levelling off and more intense 
competition. 

From the standpoint of the in- 
vestor, this outline of future pos- 
sibilities is important only if it is 
correctly interpreted. Some ob- 
servers apparently have been in- 
clined to see only the disturbing 
influences of maladjustments, and 
perhaps too much significance is 
attached to this phase. As the 
pattern now shapes up, industrial 
peaks will be staggered in a man- 
ner to suggest, rather than a 
post-war boom, a more orderly 
period of good business, and the 
absence of extravagant and ill- 
timed undertakings which might 
otherwise result from the exces- 
optimism generated by a 
A more tempered era 
guarantee 
later on. 


sive 
“hoom.” 
of prosperity is a 
against a fatal “*bust” 
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749) 
collapsed. This is something to 
think about in Stalin’s 
threatening pre - election address 
in which he declared war on our 
way of life. 

As Winston Churchill 
Russia does not want war - 
wants to gain her points without 
war just as Hitler did. Besides, 
while the Red Army is equipped 
to do odd jobs on the weak little 
Russia would have to 


(Continued from page 


view of 


said, 
she 


countries 


think about “finishing” the war 
if she tackled us. 

Therefore, to meet her on her 
own terms we must beat her in 


the field of diplomacy. Having 
failed to postpone the opening of 
the UNO conference, Russia is 
trying to prevent a hearing of the 
Uranian dispute by her dramatic 
announcement that the Red Army 
has evacuated Iran. This may 
mean that the “rebelious” Kurds 
are taking over under Russian 
direction, and that no actual 
change has taken place. 


The Iranian issue will, there- 
fore, be a test of our strength, 


and if the United Nations turns 
out to be merely a debating soci- 
ety, a disillusioned and contemp- 
tuous world will turn its back on 
our fine phrases, and look to Rus- 
sia for leadership. 





If Your Investments Exceed $20,000 


—join this Service for added safety-income- profit 
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T HE major market trend is still upward but inter- 
mediate declines will be more frequent and severe 
than during the past four years. Also, greater 
selectivity will characterize the market. 


In this setting your securities need the capable, per- 
sonal supervision rendered by this Service with its 
background of 38 years of successful counsel. No 
other is more complete and definite. 


Revision of Your Present Account 


First, a detailed report is prepared for you analyzing 
your entire list—taking into consideration income, 
safety, diversification, enhancement probabilities, suit- 
ability to your needs and to tomorrow’s outlook. 


Specific counsel is offered on each issue you own. 
Any unfavorable securities are indicated with reasons 
for selling. Current recommendations are given for 
strong substitutions. If part or all of your account 
should be held temporarily liquid, you are so advised. 


Close, Continuous Supervision 


Your securities are held under the constant observa- 
tion of a trained, experienced Account Executive. 
Working closely with the Directing Board, he takes 
the initiative in advising you as to the position of 
your holdings, It is never necessary for you to con- 
sult us. 


At frequent intervals you receive reports on any im- 
portant changes which affect your securities. You will 
be told what to do in relation to exchange offers, 
refundings, stock split-ups, stock dividends and other 
developments. 


When changes are recommended, precise instructions 
as to why to sell or buy are given, together with 
counsel as to the prices at which to act. Alert advice 
by first class mail, air mail or telegraph, relieves you 
ot any doubt concerning your investments. 


Tax Help and Consultation 


You can consult us on any special investment prob- 
lems you face. We keep in mind the tax consequence 
of each transaction and help you to minimize your 
tax liability. Our fee is allowed as a deduction for 


tax purposes, considerably reducing the net cost to 
you. 


Confidential Weekly News Letter 


Each week you receive a four-page summary of the 
outlook for business, price controls, foreign news. 
Washington developments and the latest figures on 
our market indexes. This merely supplements our 
personal supervision of your individual investments 
—giving the background for our policies and advice. 


Annual Progress Reports 


Investment Management Service has grown and 
prospered by earning the renewals of its clients 
through results obtained. Throughout the year we 
keep a record of each transaction as you follow our 
recommendations. At the end of your annual enroll- 
ment you receive our audit of your account showing 
just how much profit and income you received, On 
this clear record, you are sole judge as to whether 
our service is worth a great deal more to you than 
its cost. 


How Our Fee Is Determined 


Annual charge for our Service depends upon the 
size of the account. For portfolios below $40,000 
value, our minimum yearly fee of $300 applies. For 
accounts of more than $40,000 our charge is figured 
at 34 of 1% of the value of stocks and cash held, 
plus Y, of 1% of the value of your bonds. There 
is no charge for Government bonds. One sum, paid 
in advance, covers complete supervision—we do not 
ask any percentage of profits produced for you. 


Enroll Now 


Enrollment now will assure your capital of competent 
prompt advice which in the next twelve months 
should prove highly productive for you. With your 
check, send us a complete list of your securities, indi- 
cating amounts and buying prices. Also, state your 
personal objectives and needs so our counsel can be 
as valuable as possible. By the end of a year we be- 
lieve you will agree with a Massachusetts investor 
who just renewed for the fifth year, stating: “I am 
grateful and pleased with your careful and excellent 
management of my portfolio.” 
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EI Dorado, Arkansas 


LION OIL COMPANY 


AND SUBSIDIARY COMPANY 





CONSOLIDATED BALANCE SHEET— DECEMBER 31, 1945 


ASSETS 


CURRENT ASSETS: 
ash on hand and in banks Sua 
‘nited States securities (redemption 
AR craces steele anni cians 3 
Notes and accounts receivable: 
Trade notes and accounts receivable. 
Other notes and accounts receivable. 


Total ..... 
Less— Reserve for doubtful notes and 
ACCOUNTS: ca dlesitemas Perea tee 


Inventories: 
Crude oil (market) 
Refined oil products (market or less) 


Merchandise (lower of cost or 
market) ti norte. ree ae acre 
Materials and supplies (cost or con- 
dition value) 


ee 


Other current assets 


Cash value of insurance on life of 
cS Ge ae ae Re «YA Rss 
United States excess profits tax re- 
Pe NE 5-455 haba woe ee 


Total Current Assets. . 
CASHIN BANKS—UNITEDSTATES 


COVER MEN L PUN DG. vei ce 

INVESTMENTS AND ADVANCES: 
(cost ) 

DBCCUFIEV INVESTMENTS 2... esc sc owes 


Other investments and advances..... 
FIXED ASSETS: 
Property, plant and equipment (cost). 
Less —Reserves for depreciation and 
depletion 


DEFERRED CHARGES 


Prepaid insurance, taxes and rentals. 


Patent licenses—Being amortized.... 
Unamortized debt expense.......... 
Other deferred charges..... alee eee 

ME sos. dives ews eae oececee 


NOTES: Disbursements of funds advanced by the United States Government are subject to 
Lion Oil Company is contingently liable as guarantor for the payment of 
Five Pipe Line Corporation, dated December 15, 1942, 
liability of the Company at December 31, 1945, was 
Under the terms of the indenture securing the 


$ 


139,422 
39.939 


159,609.7 


uw 








33 
3% 


ber 31, 1945, is not available for dividend distribution 


CONDENSED CONSOLIDATED EARNINGS STATEMENT 


Net profit before capital extinguishments and taxes on income 
Provision for capital extinguishments............. 
Provision for Federal and State taxes on income................- 


Net income after all charges 


*Based on 435,107 shares of Common Stock in 1945 


NOTE: A part of the income of Lion Oil Company for the 
from contracts which are subject to renegotiation under the provisions of Se 
expected that the adjustments, if any, will have a material effect upon the Consolidated Net Income or earned surplus of the Companies. 


nw eee 





a7 


ple 


or 


€ 


years 


& 


2000.00 


For the years 





1943, 


e527 1 


926.40 





eC 


ind due in equal amounts on 
for principal and $60.00 for acc 
Sinking Fund Debentures due 1959, $2 


LIABILIT 














IES 


IN OE DAVAUION 2 nw srclerey save Rowe a e $ 17,965.00 
\ccounts NOLO hy sila el ere oleie dala 4 1,807,924.87 
Accr ad i li 1eS 
PRPORM eas Owe meee es $ 1 13 
Taxes ~ , 
Less U.S. 1 ‘ 
Fax Sa s 
ites (redem 
tion il ) ) 741 29 
Bnterest 2. =o. sec ( 828.595 30 
Funded debt sinking fund ent due 
within one year 00 
Total Current Liabilities .- . $ 3,014,4 17 
ADVANCES UNDER GOVERN- 
WENT CONERACTS: «0:54. $3 5 0 
Less Disbursements for whict 1 
ursemel! is not n ved (net) 57.971.47 67,028.53 
LONG-TERM DEBI 
334% Sinking Fund D res Due 
Ce ee ro 3 0.00 
Less Bonds t iw 
vear through sinking t 
ncluded in curren es 0 6,00 0 
RESERVE FOR CONTINGENCIES.. 200, )Q 
CAPITAL STOCK AND SURPLUS: 
Common Capital Stock—Without nome 
AY OF WI WIE Sara wis or ctn noone a 
Shares 
Authorized ...... 
Issued and outstanding 3 581.928.79 
Reserved for issu 688 27.503.60 
Wataks «66060 $35,795 $ 7,60 32.39 
Ear surplus ($2,271,720.69 is n 
available f lividend distr:but ) 85 12,818,237.24 
WA i i kctvccectewhicovns $ 199,750.94 
t to audit and review by government agencies 
% of the principal, and interest thereon, of the promissory notes of Project 
December 15, 1 ind December 15, 1947. The ntingent 





ended December 3Ist: 


the consolidated earn 


i surplus at Deceim- 





1945 17044 _—_—" 

Amount Per Share* \mount Per Share* 
$5,337,422.70 $12.2 $5.715,998.37 $13.14 
3,649,854.59 8.39 10.75 6.93 
16,879.00 .04 1,235.638.00 2.84 
1,670.689.11 3.84 1,464,669.62 3.37 


1944 and 1945, and all the income of the subsidiary company for the vear 1 


*. 403 of the 


Sixth Supplemental National 





Defense 


~ - os 


Act as Amended. It is 



























Philco 1213 Radio-Phonograph. 
An authentic reproduction of traditional 
Chippendale design, typical of the 
exquisite beauty and quality which any 


1946 Philco brings to your home. 
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The patented Philco Dynamic Reproducer 





... the revolutionary Philco 


Advanced-FM System .. . these are among the sensational, exclusive 


developments through which Philco brings you for 1946 all you have 


hoped for in new and greater enjoyment of radio and recorded music. 


See them... hear them. . . at your Philco dealer now. 
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